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Abstract 
 
 
The purpose of the study is to determine whether a relationship exists between women’s 
entrepreneurship and financial inclusion, and if there is, the extent to which the variation in 
women’s entrepreneurship can be explained by financial inclusion in South Africa. A multiple 
regression model was used to test the relationship between financial inclusion and women's 
entrepreneurship in South Africa. Due to the limited nature of the financial inclusion 
measurement, five variables were selected relating to this entrepreneurship. These included 
women who own a bank account with a financial institution, women who saved to start, 
operate, or expand a farm or business, and women who borrowed to start, operate, or expand 
a farm or business. Two additional control variables were included: women who own a credit 
card and women who borrowed from a financial institution for other general purposes. 
Women's entrepreneurship was measured using Total Entrepreneurship Activity (TEA), which 
measures the percentage of adult populations in the preliminary stages of starting a business. 
The results showed a significant relationship between women's entrepreneurship and financial 
inclusion, where 43 percent of variations in women's entrepreneurship could be explained by 
financial inclusion. The second part of this study determined the extent of the relationship. 
This was analysed in three categories: access to basic financial services; relevance of saving 
to start, operate and grow a business; and access to credit for women entrepreneurs, where 
only account ownership and savings were significant at a 90 percent level of confidence, 
reflecting negative and positive effects respectively.  
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CHAPTER 1  
INTRODUCTION AND BACKGROUND 
1.1 INTRODUCTION 
One of the biggest hindrances in starting and growing a business is a lack of finance and 
affordable credit. According to Worthington and Xiang (2015), previously disadvantaged 
business owners and small businesses are the most vulnerable, because capital structure 
resources are limited to equity and debt finance. The majority of small businesses are privately 
owned and rarely have access to a range of equity funding such as ordinary shares and 
preference shares, or a range of debt financing such as debentures and bonds. They thus rely 
on internally generated equity like retained earnings and/or owner contributions. Cash flow 
restrictions and the survivalist nature of small businesses make it difficult for internally-
generated equity to be reinvested in the business. Financial institutions, which are the primary 
providers of debt, need to establish a balance between risk and profit, and tend to restrict 
access or charge higher interest rates for high-risk borrowers with little or no collateral (Öhman 
& Yazdanfar, 2015). These adverse conditions make it difficult for those who are financially 
excluded to operate and grow a business.  
 
On the other hand, Öhman and Yazdanfar (2015) also argue that debt could have positive 
effects on businesses by placing virtuous pressure on managers to perform efficiently. 
However, in small firms where cash flow is constrained, debt financing is likely to lead to 
inadequacy in financial management and possibly insolvency. Therefore, even if debt is 
needed for the survival of a business, if not managed correctly, it could lead to its demise. 
Likewise, access to finance and affordable credit are barriers to entry that regulate free 
markets, which removes all trading restrictions for both producers and customers and fair trade 
which restricts producers by forcing them to operate with certain minimum requirements (. 
This is an important consideration that must be factored in the discussion, because it is 
imperative to maintain a competitive environment in order to protect the consumer from high 
prices (Naude, 2013; Gloukoviezoff, 2007). It is therefore important to find a balance through 
policy formulation that will facilitate effective financial inclusion without compromising financial 
providers and bankrupting business owners.  
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The South African government has recognised the business sector, and more specifically 
entrepreneurship, as one of the engines for economic growth; however, as indicated, several 
challenges still hinder the success of those who pursue business and access to finance 
(financial inclusion). Access to credit has been the primary challenge identified by researchers 
(Ahmad, Ali & Muneer, 2017; Ayandibu & Houghton, 2017; Beck & Demirgüç-Kunt, 2006). The 
challenges experienced by entrepreneurs are exacerbated for female entrepreneurs, and 
according to Ukpere and Witbooi (2011), black women are worse off since they suffer racial 
and gender discrimination. In South Africa, women make up 51 percent of the population yet 
account for only 24 percent of business owners (Stats SA, 2018; Ukpere & Witbooi, 2011), 
indicating their lack of penetration in the business industry. Over and above the lack of access 
to economic freedom and opportunity, Ukpere and Witbooi (2011) further state that women 
are disadvantaged because of other risk dynamics which include financial, social and personal 
risks. The potential of female entrepreneurs is not sufficiently utilised because of the 
challenges they face in South Africa, therefore their contribution to the economic development 
in this country is limited. 
1.2 BACKGROUND 
Most recently, the private and public sectors have made some progress in promoting access 
to financial facilities and credit to the disadvantaged, with special focus on women. Access to 
finance, commonly referred to as financial inclusion has been identified as a major constraint 
to economic growth in developing economies. This has also gained momentum among 
researchers (Abrahams, 2017; Akudugu, 2012; Ardic, Heimann & Mylenko, 2011; Naude, 
2011; Rubangura, 2016). Since 2009 numerous data has been collected globally, and the 
World Bank has launched the Global Financial Inclusion database (Global Findex). The 
indicators on the database measure how people save and borrow, make various payments, 
and manage their risk exposure. According to Abrahams (2017), the Global Findex was the 
first database established to measure how people across various economies worldwide, make 
use of financial services.  
 
Financial inclusion has also been identified as one of the developmental goals in South Africa 
(National Development Plan 2030) and has been recognised as central to sustainable 
transformation and the development of society. Definitions of financial inclusion by Pais and 
Sarma (2011) and Kumar (2013) focus on access to affordable banking services to 
disadvantaged consumers. Abrahams (2017) states that to enhance an understanding of 
financial inclusion, one must also seek to understand financial exclusion. Conroy (2005) 
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defines financial exclusion as a practice that precludes the poor and disadvantaged from 
attaining access to formal financial services, while Gloukoviezoff (2007) argues that financial 
exclusion should not only be limited to those excluded from the banking system. More recently, 
Ndlovu (2018) introduced financial exclusion as a limitation that prevents the disadvantaged 
from gaining access to and use of financial services. Although financial inclusion and financial 
exclusion are the opposite sides of the same coin, their definitions have remained consistent 
throughout the literature, mainly focusing on two pillars: accessibility and affordability of 
financial services. It is imperative for developing countries to strive continuously to improve 
financial inclusion in order to create encouraging environments for entrepreneurship in their 
economies. This includes access to financial services and affordable credit for business 
owners in order to start and grow their businesses.  
 
The number of willing and available people to pursue entrepreneurship can be regarded as a 
prerequisite for economic development, because a lack of entrepreneurs transfers the task of 
state development to the government (O’Neil & Viljoen, 2001).  At the same time, there has 
been a growing interest in the research on women's entrepreneurship globally, as women’s 
economic participation cannot be underestimated (Nxopo, 2014). Their contribution to the 
diversity of entrepreneurship in the economic process is considered instrumental in the 
enhancement of economic development (Meyer, 2018). The South African government has 
acknowledged that the development of female entrepreneurs has previously been side lined, 
and as a result, the government has attempted to respond with affirmative action programmes 
to address gender inequalities (Ukpere & Witbooi, 2011). 
 
In South Africa, government policies and initiatives include among others, the formation of the 
Commission for Gender Equality, as directed by Section 187 of the Constitution of the 
Republic of South Africa, which aims to stimulate and develop the attainment of gender 
equality. The appointment of a Minister of Women in the Presidency is to fast track the 
transformation of women's development and gender equality in the country. South Africa has 
also incorporated affirmative action in the Employment Equity Act No. 55 of 1998, designed to 
ensure that designated groups, including black people, women, and people with disabilities, 
have equal employment prospects and are fairly represented in all ranks of the labour force 
(Black, Burger & Jaftha, 2010). In addition, the South African parliament has adopted a 
National Policy Framework for women’s empowerment and gender equality (i.e. Gender Policy 
Framework). This framework establishes guidelines for the country to remedy the historical 
legacy steeped in institutional racism and gender inequality, by promoting and facilitating equal 
access to goods and services for both women and men (Black et al., 2010).  
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However, despite government's strategic focus on the empowerment of women, gender 
disparities (i.e. the gender gap) still persist in South Africa. According to the 2017 Global 
Gender Gap Report, South Africa is ranked 19 out of 144 countries, with an overall gender 
gap index of 0.756, meaning that the country was able to close 75.6 percent of the overall 
gender gap (gender differences) in 2017. Overall, this is positive but a closer look indicates 
that South Africa has not performed well in all categories. The gender gap index is a framework 
for capturing the size of gender-based differences, and comprises four broad categories: 
economic participation and opportunity; education attainment; health and survival; and political 
empowerment. It provides countries’ rankings on how effective they are in closing the gender 
gap (Fonseca, Mullen, Zamarro & Zissimopoulos, 2012). Out of the four categories, South 
Africa performed the worst in economic participation compared to other countries, as it 
dropped by ten rankings from 79 to 89 between 2006 and 2017 (Global Gender Gap Report, 
2017). Overall, South Africa has regressed from being ranked 18th to 19th in the same period. 
Gender gaps that currently exist contribute to alienating women from being participants in the 
economy, which negatively affects their participation in driving South Africa's developmental 
goals (Global Gender Gap Report, 2017). It is also important to note that the policies being 
driven by the government to empower women in business lack effectiveness.  
 
While South Africa has fallen short in this regard, countries in Africa such as Ghana (Akudugu, 
2012), Kenya (Aduda & Kalunda, 2012), Tanzania (Rubangura, 2016) and other developing 
economies such as India (Kumar, 2013) and Mexico (Fareed, Gabriel, Lenain & Reynaud, 
2017), have conducted research to observe the impact of financial inclusion on their 
economies, including on Gross Domestic Product (GDP), entrepreneurship, and gender 
inequality. Among the research that has been conducted in South Africa (Abrahams, 2017; 
Finmark Trust, 2015; Nanziri, 2015; National Treasury, 2014), none has quantitatively 
evaluated the relationship between women's entrepreneurship and financial inclusion. In 
Mexico, a study by Fareed et al. (2017), suggests that women-owned businesses could be a 
key source of job creation, innovation, and a way to address inequalities. 
1.3 PROBLEM STATEMENT  
The post-apartheid transition and transformation of the South African economy has resulted 
in some dynamics that have had both positive and negative effects on the business 
environment. For years, transformation was focused on affirmative action as a whole, but this 
broad focus led to higher levels of inequality. The Human Development Report (2016) stated 
that South Africa has a Gini coefficient of 0.66, causing it to have one of the highest degrees 
of inequality world-wide. Although empowering the people through business ownership can 
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lead to addressing inequality, there is no doubt that entrepreneurship is influenced by its 
environment (Coetsee & Visagie, 1995). Unfortunately, in the South African context, 
entrepreneurs have been affected by several constraints including lack of access to finance, 
which is arguably the most critical of these constraints (Cook & Eyiah, 2002). As a result, 
financial inclusion has emerged as a significant subject on the global agenda for sustainable 
long-term economic development (Amidžić, Massara & Mialou, 2014).  
 
South Africa has accepted financial inclusion as one of the drivers of socio-economic 
development and therefore has committed to focusing on policies that will improve financial 
access to all citizens of the country (National Development Plan 2030). The NDP 2030 further 
notes that it is dangerous to address socio-economic barriers outside the jurisdiction of 
inclusive growth because inequality and poverty are central to the core problem that is 
deferring change. Although poverty and inequality are fundamentally different, they are 
related. Financial inclusion can be perceived as the pillar that supports socio-economic 
development that can positively affect both poverty and inequality. Improving financial 
inclusion will further ensure opportunities for all sectors of the population, with a special 
emphasis on the poor, the youth and particularly women, who are most likely to be 
marginalized. Cull, Harten, Hietman, Gine  and Rusu, (2017) support the idea of improving 
financial access and posit that female-owned businesses account for only 24 percent of small 
and medium-sized enterprises in Sub-Saharan Africa and have an average credit gap that is 
29 percent higher than that of male-owned enterprises.    
 
Financial inclusion is essential to the development of women's entrepreneurship and ultimately 
the growth of a country’s economy, but little has been researched about the degree of the 
impact financial inclusion has on women's entrepreneurship in the South African context 
(Bermudez, Santelli & Ssewamala, 2018). There is evidence that in other developing countries 
like Brazil (Fareed et al., 2017), Kenya (Kipsang, Manwari & Ngare, 2017); India (Demirgüç-
Kunt, Klapper & Singer, 2017); Spain (García-Pérez-de-Lema, Madrid-Guijarro & Van Auken, 
2016) and Uganda (Abor, 2007), that showed a positive relationship between financial 
inclusion and the empowerment of female entrepreneurs. In addition, an increase in female 
participation in the economy has had the effect of bridging the widening gap of inequality in 
South Africa. It is broadly for these reasons that this area of research has gained momentum 
in Africa, where African countries such as Kenya, Uganda and South Africa have taken 
progressive steps not only to enhance financial inclusion but also to address financial 
exclusion (Abrahams, 2017). 
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In many Sub-Saharan African countries, women represent more than half of the population 
yet their participation in business is less than 30 percent. Although creating decent jobs and 
promoting entrepreneurship is central to these African countries’ agendas, the slow pace of 
development in the low-income market, which comprises the majority of the population, has 
made it challenging (Cull et al., 2017). In this context, the South African government prioritised 
financial inclusion in the NDP 2030, and identified it as an enabling milestone (Abrahams, 
2017), because the inability of the poor to take part in the formal financial sector is one of the 
reasons for a slow-moving economy. Ardic et al. (2011) argue that there is a strong 
relationship between financial inclusion and economic growth, which is supported by 
Demirgüç-Kunt and Klapper (2012), who believe that well-functioning and inclusive financial 
systems promote entrepreneurship, create greater opportunities for advancement, and benefit 
the poor.  
 
The challenge for South Africa is that even though female entrepreneurs have been identified 
as key potential players in developing the economy, they still have limited access to finance, 
which ultimately restricts the growth of their businesses. Women still remain largely excluded 
from access to finance and more specifically, affordable credit. An inclusive economy with fair 
access to resources has a better chance of ensuring sustainable economic growth yet the 
growth rate of women's businesses in emerging countries continues to be unsatisfactory, 
leading to numerous governments developing initiatives to promote women’s 
entrepreneurship. This dissertation thus seeks to determine if there is a relationship between 
women's entrepreneurship and financial inclusion so that in addressing financial inclusion, a 
direct focus is placed on women. The study focuses on contrasting and supporting views for 
financial inclusion as catalysts for improving women's entrepreneurship, in order to reach 
conclusions in the South African context. 
1.4 RESEARCH QUESTION 
The following research question arose from the gap identified in the existing literature:  
 
Does a significant relationship exist between women's entrepreneurship and financial 
inclusion and if so, what is the extent of the relationship between women's entrepreneurship 
and financial inclusion in South Africa? 
 
In addition, this study also aims to answer the following secondary questions:  
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1. Is financial inclusion a significant determinant of women's entrepreneurship in South 
Africa?  
 
2. To what extent will improving financial inclusion affect women entrepreneurship?  
 
1.5. RESEARCH OBJECTIVES  
The scope of this study is to quantitatively analyse and observe the relationship between 
women's entrepreneurship and financial inclusion in the South African context, while focusing 
on two core aspects: the participation of women in business, and their access to financial 
services. 
 
Primary Objectives;  
 
 To determine if there is a relationship between women's entrepreneurship and financial 
inclusion  in South Africa; 
 
 To ascertain the extent of the relationship between women's entrepreneurship and 
financial inclusion if it exists, and the challenges that women's entrepreneurs face in 
comparison to their male counterparts; 
 
Secondary Objectives; 
 
 To investigate if the government’s intervention through policy has been effective in 
improving women's entrepreneurship; 
 
 The challenges facing South Africa in enhancing financial inclusion with a specific 
focus on gender inequality; and 
 
 To assess if financial inclusion is a key determinant for women's entrepreneurship in 
South Africa, focusing on access to financial services, access to credit, and savings. 
1.5 RESEARCH METHODOLOGY  
This study used a quantitative approach to analyse the relationship between financial inclusion 
and women's entrepreneurship. Some prior studies have used both quantitative methods 
(Fareed et al., 2017; Naude, 2013) and qualitative methods (Abrahams, 2017; Gloukoviezoff, 
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2007). Quantitative analysis was somewhat limited because of the limited data available, 
however, after three publications of the Global Findex (2011, 2014 and 2017), there has been 
increasing momentum in quantitative studies. This will be unpacked in the literature review.  
 
1.5.1 Research method 
  
In this study, a multiple regression was used to test the impact that financial inclusion has on 
women's entrepreneurship in South Africa, similar to a study done in Mexico by Fareed et al. 
(2017), where they used a cross-section regression to investigate the key determinants of 
women's entrepreneurship and the relationship between financial inclusion and 
entrepreneurship. Naude (2013) also used a similar regression to analyse the relationship 
between entrepreneurship and development, focusing on both macro level relationships, 
which include economic measures of development such as the GDP, productivity and 
employment, and micro level relationships, which include productivity, innovativeness and 
growth among female entrepreneurs.  
 
Chikalipah (2017) used a country-level regression to investigate the determinants of financial 
inclusion in Sub-Saharan African countries, where he examined whether literacy, GDP, 
infrastructure and inequality explained any variations in financial inclusion.  The main focus of 
this research is to assess whether there is relationship between women's entrepreneurship in 
South Africa and financial inclusion and if so, to define that relationship quantitatively by using 
a multiple regression, similar to the study done by Chikalipah (2017). 
1.5.2 Data collection  
The data selected for the model's estimation was based on both the literature and other 
available sources, such as the Global Findex and the World Bank financial inclusion variables 
relevant to women's entrepreneurship. In addition, other financial inclusion indicators from 
FinMark Trust and Entrepreneurial Activity from the Global Entrepreneurship Monitor (GEM) 
database were used. 
1.6 LIMITATIONS OF THE STUDY  
This study sought to determine whether there is a significant relationship between financial 
inclusion and women’s participation in business. Women are identified by the South Africa 
government as one of the disadvantaged groups among others, such as the youth and the 
disabled, which were outside the scope of this study. It is important to note that although there 
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are growing quantitative studies on women's entrepreneurship in South Africa, the scope is 
still very limited, although momentum has been increasing in quantitative studies on financial 
inclusion (Chikalipah, 2017; Ndlovu, 2018). 
 
As a result, the study had three main limitations, namely, that the data used would be sourced 
from a period of less than ten years to date. Financial Inclusion was calculated only with data 
collected from 2009 onwards. The study used proxies and therefore there was an inevitable 
degree of distortion to the findings, with some variables being averages and aggregations only 
speaking to a small population, and some having varying measurement periods i.e. some were 
measured annually, some quarterly and others every three years. Averages were calculated 
to ensure that all the time lines were in sync.  
1.7 CHAPTER OUTLINES 
This study has a total of five chapters. The first chapter built the study's foundation by giving 
an account of the research objectives, motives and background of the research topic in 
question.  
 
Chapter 2 unpacks the literature on similar and contrasting work done in the recent past on 
woman's entrepreneurship and financial inclusion. The main purpose of this theoretical 
summary is to create a framework for the study.  
 
Chapter 3 describes the research design and methodology used in the study to analyse the 
chosen variables. These include proxies for financial inclusion and woman's entrepreneurship. 
Chapter 3 also describes in detail the chosen variables and their sources.  
 
Chapter 4 tables the empirical results of the study and interprets them as guided by the gap 
in the literature.  
 
Finally, Chapter 5 summarises the findings and deduces conclusions that allow for policy 
recommendations and proposals for further research in the area.  
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Table 1.1 shows an outline and summary of this study. 
 
Table 1.1: Summary of chapters and content 
CHAPTER 
 
CONTENT 
Chapter 1: 
Introduction and background to the study 
 
  
The first chapter focuses on the background of the study and the motives 
which resulted in the choice of the research problem to be answered.  
    
Chapter 2: 
Literature review 
 
  
The second chapter draws attention to a critical review of the literature on 
the research problem. 
    
Chapter 3: 
Research methodology 
 
  
The third chapter describes the research design and methodology used in 
this study to analyse the variables. 
    
Chapter 4: 
Results and Findings  
 
 The fourth chapter tables the empirical results and interprets them as 
guided by the gap in the literature. 
    
Chapter 5: 
Conclusion and recommendations 
 
  
The final chapter summarises the findings and deduces conclusions that 
allow for policy recommendation and proposals for further research areas. 
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CHAPTER 2 
LITERATURE REVIEW   
2.1 INTRODUCTION 
The purpose of this chapter is to review the literature on financial inclusion and 
entrepreneurship, focusing on the extent of the impact that financial inclusion has on women’s 
participation in business. In analysing and contrasting the literature, this chapter aims to 
conclude by presenting the gap that the study intends to contribute towards closing. As stated 
in the previous chapter, the problem statement is that even though women entrepreneurs have 
been identified as key potential players in developing the economy of South Africa, they still 
have limited access to finance, which ultimately restricts the growth of their businesses. 
 
The literature discussed in this chapter creates a flow from the problem statement through to 
the analysis of the results that are discussed in the following chapters. The literature also drew 
discussion on other gender-specific challenges that women entrepreneurs experience in 
business and investigates whether the government’s intervention through policy has been 
effective in improving women's entrepreneurship. These two objectives were identified in the 
previous chapter and were challenging to quantitatively measure, but their discussion in the 
literature allowed the researcher to draw conclusions from the trends that were found in the 
results. 
 
2.1.1 Background of the study  
Entrepreneurship has been recognised as a significant driver of an economy (Kiganane & 
Kyalo, 2018; McCarthy & O’Connor, 2018; Schich, 2018; Akisimire, Kamukama, Mutaremwa 
& Tumwine, 2015).  Yet, in many developing countries growth is restricted, and often little is 
done to ensure that appropriate support is afforded business owners to assure their survival. 
According to Meyer (2018), women suffered additional discrimination for centuries, as they 
had to take a back seat in male-oriented social systems. Similarly, in businesses where 
companies encountered challenges, female entrepreneurs had aggravated challenges 
compared to their male counterparts (Anderson, Ukanwa & Xiong, 2018). Even in economies 
like the United States, women remain under-represented in business and their companies are 
generally smaller in size and under-perform when compared to their male counterparts (Mijid, 
2014).  
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The character of female-owned businesses remains as small, medium and micro enterprises 
(SMMEs), making their businesses less attractive to lenders because of their high-risk nature 
and  their inability to supply sufficient collateral (Henry, Leitch & Welter, 2018). In addition, 
their limited growth capacity makes the credit available to them difficult to obtain and extremely 
expensive (Meyer, 2018). This results in a dual problem: firstly, lack of access to finance for 
female entreprenuers, which is primarily a financial inclusion dilemma (i.e. financial exclusion) 
and secondly, the limited growth of female-owned businesses that results from ineffective 
capital structure, as female entrepreneurs either do not pursue debt because it is expensive 
or because they are fearful of rejection (Mijid, 2014).  
2.1.2 A brief South African history  
Over the past two decades, South Africa has transformed politically and economically to 
accommodate its freedom gained in 1994, but that freedom has had unintended 
consequences. These consequences include high levels of inequality, declining growth, and 
increasing levels of poverty (Adato, Carter & May, 2006; Meyer, 2018). Failure to reduce these 
levels of bias in our society arose from poverty traps that were identified by Klasen and 
Woolard (2014), associated with large initial household size, poor initial education, poor initial 
asset endowment, and poor initial employment access. Despite interventions, the South 
African government has not been able to effectively penetrate the relevant industries through 
appropriate fiscal policies to aid and speed-up economic transformation in the country (Meyer, 
2018), as is testified by an overall decrease of 1.2 percent in the growth of our GDP between 
2014 and 2016 (Stats SA, 2016).  
 
Another reason for slow economic transformation, is the challenge of concentrating and 
centralising the capital resources among established companies that benefited from apartheid 
and the continuing marginalisation of black-owned companies (Cottle, 2014). This occurs 
despite the series of policy measures promoted through government interventions (Cottle, 
2014). In the view of Cook and Eyiah (2002), at the centre of this dilemma lies the lack of 
access to funding for black-owned businesses. Although the focus of this study is not on racial 
discrimination, it is essential to note that South Africa faces concerning degrees of inequality 
as a residual effect of decades of racial discrimination, with a Gini coefficient of 0.66 that is 
among the highest globally (Human Development Report, 2016). Adding to this are gender-
specific challenges that widen gender inequality (Bruni, Gherardi & Poggio, 2004). This is 
observed by women still owning and managing fewer businesses compared to men; they 
produce lesser revenues that grow at a sluggish rate; they are more probable to experience 
business failure; and women are inclined to be survival entrepreneurs (Vossenberg, 2013). At 
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a strategic level, the South African government has given focus to gender inequality through 
extensive legislation, policies and programmes, yet inequality persists. This is supported by a 
Gender Inequality Index (GII) of 0.394, which is also among the highest globally (Human 
Development Report, 2016).   
The GII has been reduced only by 0.072 in the past five years, revealing that women in South 
Africa are still vulnerable to discrimination, and that the government policies to empower them 
are not effectively translating in practice (Human Development Report, 2016). In addition, 
women face several other complex challenges, but this study focuses on their access to 
financial services i.e. their financial inclusion, as this is one the major challenges that slows 
down their development. Financial inclusion has gained increasing interest both among 
researchers and the South African government (Abrahams, 2017; Ardic et al. (2011); Kum, 
2016; Rabangura, 2016). Challenges faced by entrepreneurs have been researched in detail, 
with financial access identified by a number of researchers (Akisimire et al., 2015; Al-Najjar & 
Al-Najjar, 2017; McCarthy & O’Connor, 2018), including the challenges faced by female 
entrepreneurs in Africa (Kipsang, Manwari & Ngare, 2017; Meyer, 2018) and globally (Henry 
et al. 2018; Mijid, 2014). However, little is understood about the relationship between financial 
inclusion and women's entrepreneurship in the South African context.  
2.2 FINANCIAL INCLUSION  
This section analyses access to finance, as financial constraints prevent businesses from 
satisfying such financial requirements as initial starting capital, cash flow to sustain operations, 
and performance bonds and/or guarantees, all of which are needed to secure contracts and 
procure other important resources that ensure the sustainability of a project, for example 
technical, financial and managerial expertise. Over the past decade, financial inclusion has 
appeared as a significant subject on the worldwide agenda for sustainable and long-term 
economic growth, and many central banks of developed and developing countries have put 
various initiatives in place to encourage financial inclusion in their countries (Amidžić, Massara 
& Mialou, 2014). This topic has also attracted mounting attention in the academic community 
in recent years, resulting in an increase in the published literature (Atkinson & Messy, 2013; 
Chipote, Mishi & Vacu, 2013; Demirgüç-Kunt & Klapper, 2012; Schwittay, 2011). Broadly 
defined, financial inclusion is a comparison of those with access to formal financial services, 
and those without access.  
 
To support economic growth and reduce inequality, the South African government has 
positioned financial inclusion at a high level on its national agenda (National Development 
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Plan 2030). Through partnerships with the private sector, efforts have been made that give 
people access to appropriate and affordable financial services. According to the Finscope 
Report (2015), by 2014 the financial sector had responded with numerous commercial 
initiatives that supported the government legislation. One of the major responses was the 
Financial Sector Charter (FSC), which was established as a blueprint for the transformation of 
the financial services sector and containing tangible access targets (George & Urban, 2018). 
According to a case study conducted by the National Treasury in 2014, the FSC has been 
acknowledged as an essential socio-economic pact between the government, the labour 
force, organised civil society, and the financial services sector. This agreement aims to 
transform the financial sector so that it can meaningfully contribute tangible efforts that will 
promote the use of financial services towards similar developmental goals (Arun & Kamath, 
2015; South African Reserve Bank, 2018).  
 
The financial services sector has responded to its obligations as contained in the Financial 
Sector Charter, including increasing the usage of financial services by improving access to 
these services and committing to ongoing financial literacy efforts, witnessed by the rolling out 
of thousands of ATMs and hundreds of new branches, mainly in the townships, enabling 
customers to make deposits at supermarket tills, and establishing mobile banks (Banking 
Association South Africa, 2017). Another prominent piece of evidence of the collaboration 
between government and the financial services sector was the drafting and passing of the 
Consumer Credit Bill in 2013. This Bill has the objective of creating a responsible lending 
environment for micro lending, and commercial banks have responded by introducing stricter 
lending policies that focus on the affordability of the consumer and taking responsibility for the 
credit they offer, as opposed to being driven by profits. To date the financial services sector 
remains committed to the objectives of financial inclusion, witnessed between 2014 and 2016 
by a 4% increase (80% to 84%) in the adult population that has access to financial services 
(Ansar, Demirgüç-Kunt, Hess, Klapper & Singer, 2018; World Bank, 2017).   
 
According to Finscope (2016), when observing the progress of financial inclusion, it is 
important to note that if the South African Social Security Agency (SASSA) card holders are 
excluded, only 58 percent of adults are banked compared to the 75 percent recorded in the 
Global Findex Report. The results for the 2016 Finscope Report further observe that of the 58 
percent of adults banked, only 51 percent have access to credit from formal and informal credit 
providers to supplement their limited resources, and only 14 percent have access to banking 
institutions. Although the data has not been further classified into gender, a trend can be 
observed that access to financial services has not reached satisfactory levels, and that more 
must be done to promote financial inclusion in South Africa. For women, the statistics have 
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followed the same trend, with a total of 76 percent of women formally banked. Although these 
statistics indicate substantial growth over the past decade, it is important to note that they are 
overstated as a result of the establishment of the South African Social Security Agency 
(SASSA), which requires grant recipients to have bank accounts. In addition, owning a bank 
account is an important first step towards being financially inclusive, but it remains only a small 
portion of a much larger puzzle (Anderson et al., 2018).  
2.2.1 Definition of financial inclusion  
In order to effectively put the pieces of the puzzle together, definitions of financial inclusion 
were reviewed, and it was found that over the past decade various definitions have appeared 
in the literature. The previous chapter introduced two definitions, by Kumar (2013) and Pais 
and Sarma (2011), which focused on the accessibility and affordability of financial services. 
These two components formed the basis of this study regarding financial inclusion.  
 
The World Bank defines financial inclusion as an economic state where individuals and firms 
are not denied access to basic financial services based on motivations other than efficiency 
criteria (Global Findex Report, 2014). The Centre of Financial Inclusion formally defines 
financial inclusion as a state in which everyone who can use them has access to a full suite of 
quality financial services, provided at affordable prices, delivered by a range of providers, in a 
stable competitive market to financially capable clients (Centre of Financial Inclusion, 2018). 
In principle, financial inclusion in these two definitions is centred on the ease of access of 
financial services to all who want and need them.   
 
On the other hand, Matsebula and Yu (2017) define financial inclusion as an absence of price 
barriers in the use of financial services (i.e. absence of high banking fees). The World 
Economic Forum (2017) has also identified high banking fees as one of the limits of financial 
inclusion in South Africa. According to the 2017 World Economic Forum Report, the bank fees 
in South African are four times higher than in other developing countries such as India, and in 
some developed countries like Australia. Financial inclusion therefore implies a broad access 
to financial services and products at affordable prices (Matsebula & Yu, 2017). Adegboye, 
Babajide and Omankhanlen (2015) defined financial inclusion as the advancement of 
economic growth and development through financial intermediation by directing money from 
the surplus areas to the deficit units of the economy, and Demirgüç-Kunt et al. (2017) state 
that financial inclusion measures the inclusiveness of individuals and households in the 
financial sector. Improving financial inclusion can therefore result in inclusiveness that could 
lead to broader economic benefits.  
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Although it is easy to define financial inclusion, it is still quite difficult to understand and reliably 
quantify it, as there is no direct measure because of the way that financial systems are 
characterised. According to Matsebula and Yu (2017), financial inclusion is a concept that 
manifests in different forms, making it difficult to measure quantitatively in a straightforward 
way. Researchers either construct indices based on their respective studies or select and use 
only a few variables relevant to their studies to explain financial inclusion in that context. In 
this study, emphasis was placed on variables specifically relating to women and female 
entrepreneurs (Chibba, 2009; Chikalipah, 2017; Ndlovu, 2018).. These variables are 
discussed in detail in Chapter 3. 
 
2.2.2 Definitions of financial exclusion 
In order to understand financial inclusion, it is also important to define financial exclusion.  
Gloukoviezoff (2007) defines financial exclusion as the process whereby people encounter 
difficulties in their financial practices to the point that they can no longer lead a normal social 
life in the society to which they belong. Sinclair (2001) defines financial exclusion as the 
inability to access necessary financial services in an appropriate form. The World Bank 
identifies four major forms of financial exclusion classified into two broad categories: voluntary 
and involuntary (World Bank, 2017). The voluntary category has two forms, namely, those with 
no need for financial services and those who have cultural/religious reasons for not using 
financial services; the involuntary category also has two forms, namely, those with insufficient 
income and those who have lack of information (World Bank, 2017). 
 
The general misconception is that those not included are involuntarily excluded, but this is not 
always the case (Kumar, 2013). A sizeable number of South Africans still mistrust banks and 
live in fear of fraud exposure that accompanies cashless transactions (World Economic 
Forum, 2017). This mistrust exists mainly among the low-income group, which is a significant 
number in the South African context. The mistrust of the low-income group therefore excludes 
them from voluntary financial services (Matsebula & Yu, 2017). In addition, more than 1.3 
billion women worldwide essentially remain outside the traditional financial system (Demirgüç-
Kunt & Klapper, 2012), both voluntarily and involuntarily. Involuntary exclusion is separated 
into two main categories: difficulties of use and difficulties of access, where lack of financial 
literacy can exclude people because of difficulty of use, and high prices can exclude people 
because access. According to Gloukoviezoff (2007), to understand exclusion, the issues of 
the unbanked and underbanked must not be devalued. It can be easier to understand financial 
exclusion by considering the consequences it causes. Servet (2006) identifies stigmatisation, 
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exclusion, and economic marginalisation as the three main consequences of financial 
exclusion. Another factor that contributes to financial exclusion is over-indebtedness. 
 
Social consequences that result from the challenges of use and access to financial services 
are another important consideration that is often overlooked when defining financial exclusion 
(Boshoff & van Wyk, 2001). Gloukoviezoff (2007) states that an adult who is refused a bank 
account could end up not having the means to receive a salary if the employer’s method of 
payment is electronic funds transfer (EFT). A customer who receives insufficient or incorrect 
information about a loan might opt to forgo the opportunity of credit to acquire an important 
asset (Gloukoviezoff, 2007).  As a result, financial exclusion cannot be limited only to issues 
of access.  
 
It can be concluded that financial inclusion constitutes ease of access to affordable financial 
services, while financial exclusion refers to constraints that restrict that access. It is crucial to 
note that financial institutions are key players in promoting access to financial services. 
2.2.3 The role of financial institutions in financial inclusion  
In the discussion of access to financial services and affordable credit, the perspective of the 
financial institution is often neglected. Much is said about high bank charges (Chikalipah, 
2017) and high interest rates of loans as factors that promote financial exclusion among the 
poor in African countries (Robb & Robinson, 2018; Verhoef, 2017). Less is said about the 
banks' profitability should they be driven to offer financial services at reduced rates. According 
to Gloukoviezoff (2007), who argues on behalf of financial institutions, banks are private sector 
institutions that aim to make a profit on their business activities by controlling their risk 
exposure and costs incurred. The argument then becomes to what extent financial institutions 
should prioritise profits at the expense of their customers, and how sustainable financial 
institutions would be in the long run if their customers were unable to afford their services. A 
balance between profits and the livelihood of their customers must be found (ECI Africa, 2003).  
 
On the other hand, financial exclusion has no victors, as the banks lose customers and 
businesses also lose potential customers. With the recent developments in the banking sector, 
there is a heavy reliance on transacting through a bank as a medium, and therefore deliberate 
exclusion could lead to a loss of business (Chikalipah, 2017). Customers no longer carry cash 
for safety reasons, and generally prefer using non-cash methods such as bank cards and 
EFTs, and this extends to suppliers and other business stakeholders (World Bank, 2017). 
While some entrepreneurs deliberately avoid basic banking because of high banking fees and 
taxes, in the long run this can lead to their businesses becoming redundant (Verhoef, 2017). 
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Not only do customers appreciate the convenience of banking, there are many operational 
benefits that digital banking can offer businesses such as managing financial risk (Anderson 
et al., 2018). These benefits can include easier debt collection, cheaper receipt of payments, 
and although debatable, digital banking can also reduce corruption and improve the efficiency 
of doing business (Morrison, 2016).  
 
2.2.4 Financial education and literacy in improving financial inclusion  
The definition of financial exclusion highlighted ‘difficulty to use’ as one of the two major 
reasons for financial exclusion. This is due to a lack of financial literacy and education. 
Financial education and literacy are important components in increasing financial inclusion as 
they are intended to further facilitate access and, where appropriate, encourage a widening 
use of relevant financial products and services for the benefit of individuals (Atkinson & Messy, 
2013). In a study conducted by the Organization for Economic Co-operation and Development 
(OECD), an analysis of financial literacy data by gender indicated that women with lower levels 
of knowledge compared to men seem to be less active consumers in the financial sector 
(OECD, 2013b; Atkinson & Messy, 2013). This is evidence that improving financial literacy 
among women may help them become more financially inclusive.  
 
Financial literacy, which generally leads to increased access to finance, is also essential 
because of its indirect positive implications on the welfare of citizens, and its explicit strategy 
for fostering faster economic growth in a more inclusive fashion (Jana, 2011). This means that 
as the poor and previously disadvantaged become financially literate their access to financial 
services improves making them participants in the economy, which ultimately has a positive 
impact on economic growth. 
 
2.2.5   Financial inclusion as a driver of transformation 
Financial inclusion can also be viewed as an intervention strategy that seeks to overcome the 
market friction that hinders markets from operating in favour of the poor and underprivileged 
(Han & Melecky, 2014). Its objectives include offering incremental and complementary 
solutions that confront poverty while promoting inclusive development (Oruo, 2013). Simply 
put, market friction refers to the transaction costs and financial inclusion that promote access 
to financial services for the poor and disadvantaged while indirectly addressing excessive 
transaction costs (Oruo, 2013). Several other studies highlight the transformative power of 
financial inclusion, which should not be underestimated because improved access to finance 
by micro enterprises can generate income-earning opportunities and self-reliance for many, 
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thus positively impacting on a country’s economic development (Atkinson & Messy, 2013; Han 
& Melecky, 2014; Oruo, 2013). However, while economic growth must be on the incline to 
propel financial inclusion, on its own it is not always sufficient to promote equality among the 
poor and gender equality for the transformation of female entrepreneurs (Chibba, 2009).. 
Financial literacy and transformation are important considerations when attempting to 
decipher financial inclusion and exclusion in the South African context, where most of the 
population was previously disadvantaged, resulting in a need to first educate before 
transformation can be effective (Atkinson & Messy, 2013). 
2.2.6 The components of financial inclusion  
The definitions provided for financial inclusion are centred on the accessibility and affordability 
of financial services to those that want them. Although easy to understand, measuring financial 
inclusion has been a challenge over the years, leading to the establishment of a financial 
inclusion database, known as the Global Findex. The Global Findex has a number of indicators 
for financial inclusion that measure the inclusiveness of the financial sector. The database is 
constructed as multidimensional indices that include available data on many characteristics of 
financial inclusion (World Bank Group, 2011).These include banking penetration, availability 
and use of banking services, and banking systems respectively (Pais & Sarma, 2011). The 
measurement for inclusiveness of financial systems could not be evaluated directly as it has 
over 60 indicators and is extremely complex (Sarma, 2008).  
 
This study focuses on the three components that relate to the financial access of women 
entrepreneurs, namely: 
 
i. Access to basic financial services i.e. bank account ownership;  
ii. Access to credit to allow women to start, operate or grow a business; and  
iii. Savings available to start, operate or grow a business. 
 
Using a multiple regression, a liner relationship was observed between these variables and 
women's entrepreneurship. Although a multiple regression is a reliable measure of linear 
relationships between variables, because not all explanatory variables can be included in the 
regression, this can cause some bias (Bascle, 2008). In this study, the researcher found that 
the introduction of the control or instrumental variables adequately addressed this possible 
measurement error. Two additional control variables were included: women who own a credit 
card and women who borrow from a financial institution for other general purposes. 
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2.2.6.1 Access to basic financial services  
 
Numerous factors have been identified as contributors to the slow growth of women-owned 
businesses. According to an IMF Report (2011), these include regulatory matters; lack of 
access to finance; relatively low rates of business education or work experience; risk aversion; 
confinement of women’s businesses to slower growth sectors; and the burden of household 
management responsibilities.  
 
Access to finance is a recurring major constraint identified for female-owned businesses 
(Chibba, 2008). Focus on improving women's access to finance is vital and making it part of 
the country’s development agenda is crucial (National Development Plan 2030). In addition, 
women entrepreneurs can neither grow their businesses nor pursue opportunities if their 
specific needs in accessing finance are not addressed. According to the IMF Report (2011), 
women entrepreneurs across all regions, have less access to finance than male 
entrepreneurs. Despite the benefits of entrepreneurship to the economy, financial institutions 
are reluctant to lend funds to women’s businesses as they tend to be small and vulnerable 
(Chinomona & Maziriri, 2015).  
 
Although the Global Findex is calculated using over sixty indicators on how individuals around 
the world save, borrow, make payments and manage risk (Demirgüç-Kunt et al., 2015), the 
first basic indicator is the number of adults who have an account with a banking institution. 
According to Hawkins (2010), the entry-level bank account is often seen as the primary proxy 
for access to financial services, with the number of accounts an obvious initial indicator for 
access and usage. It is therefore an underlying rationality that unless a person has a bank 
account, he or she cannot realistically be financially included. Bank account ownership is 
expected to include not only traditional accounts but also the latest developments in the 
financial sector, which comprise the mobile money account (Chibba, 2009). According to the 
Global Findex Report (2017), Sub-Saharan Africa is the only region where the share of adults 
with mobile money accounts exceeds 10 percent of those financially included, the reason 
being that there is still a general mistrust of banks in this region and therefore limited use of 
financial services.  
 
The Finmark Trust (2015) defines a mobile money account as an electronic wallet service that 
permits its users to store, send and receive money using their mobile phones. Mobile banking 
is defined by Bellas, Papaioannou and Petrova (2010) as the ability to conduct bank 
transactions via a mobile device, or more broadly, to conduct financial transactions via a 
mobile terminal. Therefore, the all-inclusive definition of financial inclusion refers to access to 
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financial products and services offered by both commercial banks (including a microfinance 
institution) and any other type of regulated financial service institution. 
 
2.2.6.2 Saving to start, operate, or expand a business 
 
The second component is saving to start, operate, or expand a business. Although people 
save for many different reasons and in many different forms, in order to save formally one 
must own an account with a financial institution. According to the Findex Report (2017), more 
than half of the population of developed economies save formally, while in developing 
countries, people have found alternative methods to save, commonly referred to as semi-
formal. In the South African context, stokvels are a method identified as an effective semi-
formal tool that encourages a culture of saving (Arun, Marwa & Mushonga 2018). Chinomona 
and Maziriri (2015) consider the definition of a women entrepreneur to be a female front runner 
of a business who takes the initiative of introducing a new venture and accepts the associated 
risks. Since women generally pursue survivalist business ventures, the capital that is required 
to start and operate their businesses is generally small and can, in some cases, be sufficiently 
catered for by saving clubs (i.e. stokvels). Rotating savings and credit associations (ROSCAs) 
as they are referred to in other African countries, have played a dual role in allowing for a 
savings vehicle and access to funds to operate a business. Other methods of savings 
commonly used in Sub- Saharan Africa include entrusting a friend or family member with the 
savings or saving cash at home 'under a mattress' (Arun et al., 2018).  
 
Stokvels are discussed in more detail later in this chapter. They are an initiative that was 
pioneered by women, and over the years have evolved as a source of informal savings.  
According to African Response research (2012), stokvels empower societies in many ways 
including access to funds for micro businesses that would otherwise not qualify for bank credit, 
and financially enabling its members in many ways.  Stokvels have since advanced to highly 
diversified savings and credit organisations that cater to the needs of various income groups. 
To a great extent, they have also evolved into robust intermediaries within the informal 
financial sector (Verhoef, 2001). This gained them the attention of the South African Reserve 
Bank (SARB), and in 1994 stokvels were incorporated into the regulatory framework of 
financial institutions (Moliea, 2007). Although there is no evidence to suggest that stokvels 
could be a viable source of funding for businesses in South Africa, they have increased access 
to financial services and enhanced basic financial literacy for many South Africans. Likotsi, 
which was a women-led stokvel, become the first stokvel to be registered as a cooperative 
financial institution (CFI) in 2012, and this is evidence that stokvels are transforming and 
finding ways to respond to the needs of the larger community (Nkem & Tengeh, 2017). 
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2.2.6.3  Borrowing to start, operate, or expand a business 
 
The third component of financial inclusion considered in this study was access to affordable 
credit, or borrowing to start, operate, or expand a business. Although there is a wide body of 
research on access to credit in relation to entrepreneurship (Chinomona & Maziriri, 2015;  
Demirgüç-Kunt et al., 2013; Fareed et al., 2017; O’Neill & Viljoen, 2001), the general 
consensus is that access to credit is essential to the survival of small businesses. In addition, 
little has been investigated about the impact of credit on small businesses, let alone on 
women-led businesses. According to Demirgüç-Kunt et al. (2013), researchers often overlook 
the impact of debt when focusing on entrepreneurship. This study suggests that consumer 
credit is equally important because many small business owners still rely on their personal 
credit or personal collateral (i.e. suretyship) to fund new business ventures.  
According to O’Neill and Viljoen (2001), collateral requirements that indicate the risk 
perception of credit lenders in South Africa, contribute to the unequal distribution of business 
credit and loans required by black people and women in South Africa. In their study, the 
researchers found that the following are specific problems that women entrepreneurs 
encountered when they tried to obtain finance: lack of collateral or inability to sign surety for 
the debt; no credit record due to no historical credit history; discrimination on the basis of 
gender; the majority of the assets registered in spouse’s name; strict approval criteria set by 
banks for loan approval, making it impossible for approval of women; and lack of business and 
management experience as a result of no previous exposure due to gender discrimination in 
the work place limiting their experience.  
 
2.2.7 Capital structure of small businesses   
Despite the challenges, women entrepreneurs are a fast-growing population on the African 
continent, and in addition they contribute significantly to business innovation, employment 
creation and wealth maximisation (Kiganane & Kyalo, 2018). Despite their positive role in the 
economies of developing countries, women still face numerous challenges that restrict their 
progress in business. Among the primary reasons are access to finance and affordable credit. 
According to Abadi, Azman-Saini, Bany-Ariffin and Kokoszczynski (2016), debt financing is 
the most important reason for a firm’s survival and sustainability, as firms can use those 
acquired funds to invest in projects that will create future wealth. Akisimire et al. (2015) also 
assert that improving access to credit from external sources of finances can assist companies 
to exploit opportunities that lead to successful projects. Finance is thus an important factor in 
ensuring successful businesses and clearly, if women remain financially excluded in relation 
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to access to credit and debt, their businesses will face sluggish progress. Businesses that are 
financially constrained generally invest less in innovation because of the short-term 
fluctuations in their operations' stability (Braga & Vincolette, 2010). This creates problems for 
small businesses because innovation generally leads to growth and longevity (Kiganane & 
Kyalo, 2018).  
Lack of finance has led entrepreneurs, especially women, to seek alternative sources of 
funding including retained earnings (which is only possible if the businesses have the capacity 
to generate cashflow) and using informal savings and loan associations (which are expensive 
and volatile if unsecured) (Akisimire et al., 2015).The high cost of debt has at times been a 
major constraint for the survival of small businesses, resulting in SMEs being unable to fulfil 
their debt obligations and defaulting on their loans, thus causing overall negative effects on 
their operations and growth (Nurdin & Wasiuzzaman, 2018).  
 
Since finances are seen as the heart of any organisation, Nurdin and Wasiuzzaman (2018) 
further submit that SMEs access to finance has important influence on a company’s capital 
structure. Due to limited access to equity funding, SMEs rely heavily on debt and savings. 
Capital structure refers to the means by which a company is financed, including its debt, equity 
and other sources of finance (Muritala, 2012). Modigliani and Miller (1958) found that in a 
perfect market, a company’s capital structure is not important. Perfect markets include an 
environment of rational economic behaviour, no taxes and no transaction and bankruptcy 
costs, amongst others (Modigliani & Miller, 1958). In their findings, the researchers found that 
the capital structure decision is immaterial and does not affect shareholder wealth. However, 
according to Nurdin and Wasiuzzaman (2018), this is less valid for small firms because of the 
unrealistic assumption of perfect market conditions. Over the years, additional schools of 
thought have emerged that provided more perceptions about the capital structure decisions of 
small and large businesses. These include the agency theory of capital structure (Jensen & 
Meckling, 1976), the trade-off theory (Kraus & Litzenberger, 1973) and the pecking order 
theory (Myers & Majluf, 1984). 
2.2.8 Theories of capital structure  
The agency theory is concerned with the relationship between shareholders and the 
company’s managers, suggesting that managers will not always act in the best interests of the 
shareholders (Muritala, 2018). In their research, Jensen and Meckling (1976) identified two 
primary conflicts: firstly, between shareholders and managers and secondly, between the 
creditors and the shareholders. In the first case, the interests of the shareholders differ from 
those of the managers at times, and result in managers tending to pursue their own interests 
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instead of those of the shareholders (Braga & Vincolette, 2010). According to Muritala (2012), 
at that point managers will spend available funds to fulfil their own needs. In the latter case, 
because debt financing offers business owners the opportunity to invest inexpensively, it 
generally results in higher profits and benefits the owners, as the investment yields returns 
higher than the cost of the debt. On the other hand, if the investment fails, the business owners 
enjoy limited liability that results in minimum exposure, leaving the debt holders with 
companies (surety) that have less market value than the face value of the outstanding debt 
(Harris & Raviv, 1991).  
 
Kraus and Litzenberger (1973) first introduced the classical version of the trade-off theory, 
which holds that companies choose their debt and equity structures by balancing the costs 
and benefits that each derives. According to Abel (2018), changes over time in leverage can 
thus be explained by the differences in the marginal interest tax shield and/or differences in 
the marginal cost of the default. Majluf and Myers (1984) developed the third theory discussed 
in this study: the pecking order theory related to capital, which stipulates that internal sources 
of finance are preferred over debt and equity, and that when internal sources of finance are 
depleted, debt is preferred over equity. According to Frank and Goyal (2011), debt is preferred 
over equity because of the lower costs associated with debt.  
 
Over the past six decades, capital structure theories have focused on large firms, but recent 
studies have assessed the applicability of the same theories to SMEs (Foo, Jamal, Karim & 
Ulum, 2015). Ahmad et al. (2017) propose that in Pakistan, agency costs have had no impact 
on SMEs performance. Nurdin and Wasiuzzaman (2018) assert that in Malaysia, the agency 
problem in the form of information asymmetry (misinformation) is greater among smaller firms 
and their providers of capital. It is also important to note that in small businesses, the owners 
are generally the managers, and this limits the agency problem (Foo et al., 2015). Conversely, 
Gurău, Lahiani, Seran, and Van Hoang (2018) propose that in France, the trade-off theory has 
had less impact on small businesses, as they rely mainly on internal financing. In dire times, 
the SMEs opt to sell their unnecessary or under-used assets and focus on their main 
competencies as opposed to getting finance from external funders.  
 
The pecking order theory, on the other hand, has been the most relevant theory in predicting 
the financial decisions of small businesses (Gurău et al., 2018; Nurdin & Wasiuzzaman, 2018; 
Worthington & Xiang, 2015). This is due to information asymmetry or misinformation, and 
because owners of small businesses generally prefer to limit the intrusion of external funders 
in order to maintain control of their firms. Similar results were found in China, cited in a study 
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by Worthington and Xiang (2015). Here, SMEs have also been found to rely heavily on internal 
sources of finance. The reasons for this vary due to the fact that SMEs are different from large 
companies and operate differently, or they may have less aggressive growth strategies than 
larger firms that require large amounts of debt (Bruni et al., 2018). SMEs may not have access 
to credit in the first place, because they do not meet the minimum requirements (Bhardwaj, 
2018).   
 
The classical theories of capital structure neglect imperfect markets when firms have to make 
the choice of whether to borrow or not, and in addition these theories make the assumption 
that adequate funding and free access to funding is available to all firms, but these conditions 
do not hold true in reality (Nurdin & Wasiuzzaman, 2018). Numerous studies have found that 
financial constraints are the major challenge facing small businesses. Ayandibu and Houghton 
(2017) posit that the top three challenges faced by South African SMEs are lack of access to 
finance, failure to produce adequate collateral when required by financial institutions and, 
where debt is not granted, insufficient owners’ equity and/or savings exist to fund investments. 
According to Nkem and Tengeh (2017), irrespective of the region, limited access to capital 
and finance hinders the growth and development of small businesses.  
 
Female entrepreneurs suffer additional discrimination because of lack of access to funding 
(Kiganane & Kyalo, 2018), to the point of even being discouraged to borrow (Henry et al., 
2018). The concept of a 'discouraged borrower' was first introduced by Kon and Storey (2003). 
The term refers to 'good borrowers' who do not apply for bank loans because they believe 
they will be rejected for reasons that range from imperfect screenings to high application costs 
(Storey & Yoshinori, 2003). Mijid (2014) theorises that women business owners are more likely 
to be discouraged borrowers compared to men, because of potential bank discrimination 
against women entrepreneurs. This has led to a perception that women have fewer start-up 
businesses than men, and that women's businesses are under-capitalised, with limited access 
and preference for debt finance (Henry et al., 2018). 
2.3 AFRICAN AND GLOBAL ANALYSES OF FINANCIAL INCLUSION  
The most recent Global Findex database (2017) reveals that less than a quarter of Africans in 
the continent have an account with a bank, and that a sizeable number of African adults use 
informal methods to save and borrow. According to Demirgüc-Kunt and Klapper (2012), many 
African countries still remain underdeveloped compared to other developing economies, even 
though most of these countries have undergone extensive financial sector reforms in the past 
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two and a half decades. Following their investigation, the researchers observed a positive 
relationship among the indicators of financial use and indicators of financial depth (access to 
financial services). This affirms that access to financial services improves financial inclusion 
in Africa, and warrants the need to reform policies with the aim of expanding access to financial 
services across the continent.  
 
A recent study by Chikalipah (2017) on the determinants of financial inclusion in Sub-Saharan 
Africa, concludes that illiteracy is the significant factor that explains low financial inclusion in 
over twenty Sub-Saharan African countries (out of 46 countries), including South Africa. He 
also identifies pure illiteracy as one of the factors associated with financial exclusion. In many 
African countries, lack of education is a common factor that restricts financial inclusion. Similar 
findings are true for Ghana (Akudungu, 2012) and Kenya (Aduda & Kalunda, 2012). Similar to 
South Africa, The dynamics in Kenya are similar to those in South Africa: that only a fraction 
of the country’s population is financially inclusive, and that economic development is skewed 
towards a small number of wealthy people, with a huge number of citizens excluded (Aduda 
& Kalunda, 2012). Although regulations by the respective governments can improve financial 
inclusion in African countries, a collaboration between financial institutions and the 
government would be a more effective solution.  
 
Regarding gender dynamics in business, the narrative remains the same globally, with the 
participation of men in relation to women in entrepreneurial activities higher. The 2016/17 
Report of the Global Entrepreneurship Monitor, indicates that 46 percent of the global male 
population is more likely to be involved in entrepreneurial activity compared to the women’s 
34 percent, regardless of a country's level of economic development. These findings are not 
surprising because according to the World Bank (2016), more than a billion adults are still 
unbanked globally, and a significant number of those excluded are women in developing 
countries. Women also generate lesser revenues compared to their male counterparts, and 
venture into relatively smaller businesses in scale compared to men (Fareed et al., 2017). 
Despite these challenges, entrepreneurship remains an effective solution for developing an 
economy and addressing gender-related matters, which must be prioritised in order to nurture 
the participation of women in business.   
 
2.4 ENTREPRENEURSHIP  
 
Entrepreneurship is perceived as a significant response to a deteriorating economy, and 
includes the eradication of poverty and a reduction in unemployment (Botha, Kunene & Van 
Vuuren, 2015; Meyer, 2018). According to the NDP 2030, entrepreneurship is among the 
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critical drivers of economic growth in South Africa, and more specifically, is the value added 
to the country's GDP. This has remained a general trend in some developing countries in 
Africa. Further, the NDP 2030 has put greater focus on job creation, and identified small and 
expanding firms as drivers of the 90 percent of jobs that must be created in South Africa within 
the next decade. One of the critical actions that will enable this kind of job creation, is creating 
an economy more amenable to business start-ups and development, while also paying 
attention to credit and access to financial markets (NDP 2030).  
 
Entrepreneurship is an important income-generating tool when a country has high levels of 
financial exclusion but once businesses are established, it is important to focus on improving 
access to financial services to enable them to grow (Shetty & Vasanthi, 2018). In many 
instances these businesses often continue facing problems of access to financial services and 
the products they require, which generally leads to their failure. They are unlikely to own any 
assets that can be offered as security against business loans, and cash flow challenges hinder 
their operations. Further restrictions limit women's access to local formal financial service 
providers. In an effort to reduce the numbers of those who are financially excluded, the South 
African government continues to encourage and promote the private sector, small business 
expansion, and development of women's entrepreneurship through preferential lending rates, 
and less stringent lending terms by using signed contracts (secured work) as surety and 
offering guarantees required for certain contracts (McKenzie, 2017). 
 
2.4.1 Definition of entrepreneurship 
The word 'entrepreneur' is derived from a French word dating back to the 1700s. Since then it 
has transformed to define someone who 'undertakes a venture'. Over the past two decades 
alone, the definition of an entrepreneur has taken on many forms in the publications of various 
researchers. In the early 2000s, Shane and Venkataraman (2001) defined entrepreneurship 
as a "scholarly examination of how, by whom, and to what effect opportunities for creating 
future goods and services are discovered, evaluated and exploited".  
 
In their study, these researchers introduced the concept of social entrepreneurship. Social 
entrepreneurship was further researched by Jackson (2006), who described it as merger of 
"passion for social mission and business discipline, innovation and determination", which can 
be regarded as a potential solution for the inequality that is a consequence of apartheid in the 
South African context. The phenomenon of social entrepreneurship is important in developing 
countries, as social entrepreneurs provide an alternative business model for firms to trade 
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sustainably (Urban, 2008). Another definition of entrepreneurship, introduced by Afrin (2008), 
is that "entrepreneurship is the dynamic process of creating incremental wealth, which is 
created by the individuals by adopting risks in terms of equity, time, career commitment etc." 
This definition is commonly used in the field of finance, focusing on two major areas: increment 
of wealth, meaning that an investor aims to end up with more than they initially invested, and 
taking risk, meaning that an investor might or might not profit from the venture.  
 
On the other hand, Naude (2013) holds the contradictory view that entrepreneurship is not a 
primary driver of economic development. In his study he suggests that entrepreneurship is not 
essential to the relocation of resources towards greater productivity. He reasons that the sub-
prime crisis in the United States has shown that successful entrepreneurship leads to 
economic distortions that could lead to increased inequality levels in income. This researcher 
also holds the view that overstating the importance of entrepreneurship for economic 
development may even be a ‘cover-up’ for other important economic phenomena, and that all 
the functions fulfilled by entrepreneurship, including job creation, learning, innovation and 
competition, could be outcomes of many other different organisational forms.  Despite this 
contradictory view, the researcher proposes that entrepreneurship is still one of the drivers for 
economic growth and development, and has positive outcomes that include job creation, 
learning, innovation and competition. 
 
More recently, Content, Sanders & Stam (2018) have defined entrepreneurship as the 
organisation of available resources such as knowledge, labour and finance, to generate an 
output. Entrepreneurship therefore requires innovation, creativity and profit generation to 
ensure that a business is viable and can deliver goods and services to customers. The 
common thread among all definitions of entrepreneurship is that a choice must be taken to 
exploit the opportunities available to them and attempt to create and/or produce goods and 
services in return for gain. In the South African context, and for women in particular, the reason 
could also be for survival (i.e. social entrepreneurship). 
2.4.2 South African context of entrepreneurship   
In South Africa, the government is the single largest employer in the country, but it cannot 
generate sufficient economic growth and achieve equitable income distribution at the same 
time. It requires the participation of the private sector through entrepreneurship in the economy 
(Luiz, 2002). In other African countries such as Ghana, entrepreneurship has played an 
important role in the delivery of infrastructure facilities essential for better living conditions and 
lessening the severe unemployment that impedes the survival of the disadvantaged (Cook & 
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Eyiah, 2002). In Kenya, according to Renny (2011), the business sector has become an 
important source of employment and ground-breaking technologies.  
 
Through its procurement, the government has the opportunity to develop entrepreneurship by 
ensuring that a large portion of this expenditure is procured through SMEs. Stats SA has 
revealed that capital expenditure by South African public sector institutions was R271 billion 
in 2017, decreasing from R283 billion in 2016. Although the expenditure reflected a decrease 
of 4 percent in the 2017 financial year, the government remains the single biggest provider of 
capital expenditure (CAPEX). Preferential procurement on its own is not enough to address 
the deficiencies of SMEs; South Africa is in severe need of alternatives for fighting poverty 
while also generating adequate economic growth because the unemployment rate has been 
on the incline (Adato et al., 2006). These researchers further note that the delivery of social 
services has been undermined by corrupt government agencies, which further compromises 
the efforts of the South African government in the fight against poverty, insufficient growth 
rates and inequality. The question no longer is whether something should be done, but what 
must be done. In the view of Adu, Ewere and Ibrahim (2016), there is a dynamic need for 
South African government to empower entrepreneurs in order for them to fight against the 
increasing levels of unemployment and boost formal education. This will result in improving 
the country’s economy.  
 
Entrepreneurship forms part of the basis of a capitalist economy, and the success of 
entrepreneurs can, in the long run, create other unintended consequences (Avevor, 2016). 
Although there is a common thread in the literature that entrepreneurship is one of the most 
effective solutions for slow economic development, Naude (2013) argues that in developing 
countries, the very success of entrepreneurs could lead to bigger problems. He further claims 
that growth can be constrained by entrepreneurship, and concludes by submitting that 
"entrepreneurship is a conduit through which binding institutional constraints are transmitted 
to economic outcomes…", meaning that growth must not be regarded as the solution required 
to address developmental issues in emerging economies, especially regarding income and 
gender inequality.  
 
It is essential for governments to understand the dynamics of their countries, in order to devise 
policies and strategies that are relevant to their own personal traits. In Rwanda (Ezeanya, 
2014), economic empowerment has been recognised as necessary to achieve effective 
entrepreneurship. In 2006, the government of Rwanda introduced Girinka, which is an 
"agricultural, indigenous knowledge based-approach to malnutrition and poverty" whereby the 
government gave a free pregnant cow to less fortunate citizens. Because of the high economic 
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value of owning a cow, this was seen as the highest level of economic support. Recipients 
were delegated to pass on the first female offspring of the cows to another poor family within 
the community. This kind of empowerment translated into an entrepreneurial movement that 
has not only fed millions in the past eighteen years, but also created entrepreneurs from the 
numerous previously impoverished Rwandans. Due to apartheid in South Africa, the country 
has high levels of inequality and gender inequality (Avevor,2016). Finding effective methods 
to address these problems could lead to improving the participation of women in the business 
sector.  
2.4.3 Gender inequalities in entrepreneurship  
Despite the importance of gender equality, even the most developed economies have made 
little progress when it comes to basic gender equality outcomes, indicating a converse 
relationship between economic growth and gender equality (Kabeer, 2012). At the same time, 
progress in developing countries seems more positive when combined with an expansion of 
women’s emancipation (Jia, Parvin & Rahman, 2012; Kabeer, 2012; Verhoef, 2001).  
 
It is important to note that although access to financial services is central to the development 
of women entrepreneurs, access to fair credit is equally important (Fareed et al., 2017). As a 
result, the micro-lending sector in South Africa offers diversity for entrepreneurial development 
(Matsebula & Yu, 2017). Although this type of funding gives small businesses access to capital 
injections, it is excessively expensive because it is unsecured. Busza, Hargreaves, Kim, 
Morison, Ndhlovu, Phetla, et al., (2007) argue that microfinance may effectively aid female 
empowerment, and that the new business skills they acquire may lead to increased self-
esteem and self-confidence, conflict resolution, and the ability to network in order to create 
larger social circles. However, Busza, et al. (2007) also note that the benefits of microfinance 
in relation to women’s entrepreneurship cannot be seen as unlimited, as they are multifaceted. 
 
In his study, Rodrik (2008) discusses the relation between micro-finance and the development 
of women, acknowledging that empowering women is multifaceted and its benefits should not 
be presumed in all situations. This implies that increasing access to financial services and 
providing credit to women will not guarantee their effective use, instead, additional credit will 
burden them with repayments that will augment the heavy burden of the responsibilities they 
already have. According to Coombes, Miyasaki,  Morris and Watters (2006), although statistics 
clearly indicate the under-representation of women in business, the reasons for this are 
sometimes misrepresented and researchers must therefore rely on patterns to demystify the 
myths. 
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Women are more likely to follow service-driven educational courses as opposed to technically-
driven courses, such as information technology (IT) and engineering (Coombes et al., 2006). 
This directs them towards business ventures that may become greater in scope and higher in 
risk at the initial stages, yet increasing their chances of higher growth prospects in the future 
(Estrin & Mickiewicz, 2011). Despite this trend, which is observed in the study of Adu et al. 
(2016), on average, more than 60 percent of males are actively involved in business activities 
than their female counter-parts. In their view, Adu et al. (2016) propose that the most 
challenging aspect of gender-based problems is that they translate into inequality and slow 
economic growth. In many African countries like Ghana, Zimbabwe, and the Democratic 
Republic of Congo (DRC), women constitute over 50 percent of the population (as evidenced 
in the South African context) yet they struggle to achieve parity with the male population in 
their bid to develop their countries (Cull et al., 2017). A study by  Arun and Kamath (2015) 
reveals that in the DRC, the GDP is estimated to increase by 17 percent or more by 2025 if 
the country can improve its gender equality at the same rate. According to Cull et al. (2017), 
the reason for this is that in the DRC, 25 percent of households are headed by women, due 
to the recent civil war, while the men are migrant workers. Poverty levels are falling faster in 
female-headed households in Sub-Saharan Africa than in male-headed homes.  
 
South Africa’s Gender Inequality Index (GII) is at 0.394, close to the global average at 0.394, 
and the country is ranked in the 90th place. If compared to the BRICS countries, China (ranked 
37) and Russia (ranked 52) have the lowest levels of gender inequality, while India (ranked 
127) has the highest. Brazil and South Africa have relatively similar index values and are 
ranked 79 and 90 respectively, placing them in the mid-range level of gender inequality. 
However, South Africa has continued to place great value on developing women 
entrepreneurs, as observed by a number of preferential policies that have been integrated into 
the legislation. According to the 2013 Gender Report of Stats SA, women comprise 23 percent 
of South Africa’s total employers. In the manufacturing and business sectors they own a 
marginal 15 percent and 20 percent respectively, in contrast to 85 percent and 80 percent 
respectively of firms owned by men. Encouragingly, in the tourism sector, women own 48 
percent of firms compared to men who own 52 percent, clearly indicating that some sectors 
are either more attractive or more accessible to women. 
 
Although entrepreneurship is critical to economic development, a broad focus on developing 
entrepreneurs can also lead to higher levels of inequality that widen the gender gap. In South 
Africa, despite the launch of Broad-based Economic Empowerment (BEE), women’s 
involvement in the business sector is significantly lower than that of their male counterparts. 
According to the Gender Report (2011) of Stats SA, women are more likely than men to be in 
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the lowest income households, comprising 27.1 percent of this income level opposed to 15.6 
percent for men. The 2013 GEM Report supplements this notion with findings that on average 
men are 2.3 times more likely to be involved in entrepreneurship than women. Vossenberg 
(2013) defines the gender gap as the difference between men and women in terms of numbers 
involved in entrepreneurial activity, motives to start or run a business, industry choice, and 
business performance and growth.  
 
Women's entrepreneurship is essential for growth and development of a country, according to 
Fareed et al. (2017). However, women still earn less money through their businesses, which 
generally also grow at a slower pace, that is, if they do not fail all together (Botha, 2006). 
Fareed et al. (2017) further note that the challenges faced by women are generally faced by 
all entrepreneurs. Yet, many characteristics of women entrepreneurs and of their enterprises 
differ from those of men, and therefore require specific policy interventions. Some of these 
differences include attitudes towards risk, differing leadership styles and most importantly, 
their translated role from their households, which they commonly maintain in their businesses 
(Minniti & Naude, 2010).  
 
Once policies are developed and implemented, research then seeks to observe the effects 
and analyse the findings. Little is understood about the gender gap in terms of women's 
accessibility to finance and/or the specific barriers that restrict access to finance for women 
relative to men, but it is widely accepted that the role of financial systems that are well-
functioning can address income inequality and promote economic growth (Demirgüç-Kunt, 
2013). Although economies and governments have transformed globally, the different 
treatment of women under legislation and/or cultural customs constrains them to enter into 
legal contracts under their own names, including the opening of bank accounts, and these 
constraints cannot be corrected by a change of legislation (Dhushyanth, Morrison & Nistha, 
2007). These historic prejudices may not only have created access barriers for women, but 
also may have produced an involuntary male reservation towards women's entrepreneurship, 
making it even harder for them to become acquainted with business activities and sustainably 
integrate into this field.  
 
Despite the fact that gender inequality is one of the key Millennium Development Goals that 
are fundamental to human development, violence against women is another factor that 
upholds gender inequality and is a critical risk factor preventing women’s participation in the 
advancement of the economy (Rodrik, 2008). If women continue to live in fear of their lives, it 
follows that they will not be free to participate in developing the economy. In addition to the 
gender-based violence against women, in some rural communities, traditional and cultural 
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customs continue to uphold the assumption that women are inferior, despite the South African 
government prioritising the improvement of women's status, as stipulated in the Constitution 
It is to be hoped that this will have a positive impact on women's participation levels.  
 
As a crucial driver of economic growth and poverty eradication in emerging economies such 
as South Africa, entrepreneurship is considered an important research topic (Al-Najjar & Al-
Najjar, 2017; Akisimire et al., 2015; Beck & Demirgüç-Kunt, 2006; Botha, Nieman & van 
Vuuren, 2006; Witbooi & Ukpere, 2011). Despite the fact that entrepreneurs may generally 
face similar problems, which are largely centred on access to financial products and markets 
in addition to the climate for doing business, many characteristics of women entrepreneurs 
and of their enterprises differ from those of men (Fareed et al., 2017). However, women-owned 
businesses have the potential to be a key source of job creation and a direct tool to address 
inequalities, given the current gender gap in both labour participation and entrepreneurship. 
According to Stats SA, in the 2011 census, the unemployment rate for women (32.5 percent) 
was higher than that for men (25.9 percent) and in addition, the unemployment rate for black 
Africans was higher compared to other population groups, thus black African women are most 
likely to be unemployed compared to black African men. Despite women accounting for more 
than half (51.4 percent) of the South African population, they remain relegated from the 
economic activities and explicit policy interventions are consequently required (Brush, Carter, 
Gatewood & Hart, 2003). 
 
2.5 WOMEN'S ENTREPRENEURSHIP 
 
Women entrepreneurs have been identified as new engines for growth and the rising stars in 
the economies of developing countries, bringing prosperity and welfare (Vossenberg, 2013). 
In developed countries like the United States, women are starting and acquiring businesses 
at a faster rate than in any other segments of the economy (Morrison, 2016), but the concern 
is that the numbers indicate high volumes of sole proprietors and very small numbers of 
women in large ventures. This shows that a women’s reasons for starting a business are 
different from those of their male counterparts. According to Morrison (2016), women's 
reproductive responsibilities and quality-of-life considerations may find them resisting growth 
as they seek a greater balance between the demands of work (business), family and personal 
life.   
 
Success among women is defined by their independence and freedom, which factors are more 
internal than external (Paige & Litterell, 2002), and therefore not driven by profits and wealth. 
Nguyen (2005) identifies women's need for life balance and flexibility, which drive their 
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entrepreneurial intentions while managing their traditional responsibilities as a wife and a 
child’s primary caregiver. Society is changing though, and these findings may not always hold 
true. In Malaysia, where women comprise 50 percent of the population, only 1.2 percent were 
categorised as employers in 2003 (Rozy, 2009). However, in past years, women's participation 
in small businesses in Malaysia has increased (Alam, Jani & Omar, 2011). These researchers 
further note that the Malaysian government has continually been creating and developing 
quality, resilient and successful entrepreneurships by nurturing an enterprise culture among 
Malaysian women.  
In South Africa, where women make up more than half of the country’s population, they are 
less represented in business than men, thus it becomes important for researchers to drive 
policy recommendations. According to Meyer (2018), access to credit for women 
entrepreneurs has gained momentum in South Africa, but as a country, our progress has been 
slow and ineffective in increasing the participation of women in business, and in increasing 
their access to funding and affordable credit. In the 2015 Gender Report by the Ministry of 
Women in the Presidency, it was found that women entrepreneurs in South Africa are more 
constrained in accessing credit than their male counterparts. In instances where they do obtain 
funding, they are charged higher interest rates, placing them in the vulnerable state of being 
over-indebted when cashflows are restricted.  
 
Women entrepreneurs generally find it difficult to start, operate and grow their businesses. 
This fact is supported by statistics published by Stats SA (2015) in the 2014 Gender Series 
Volume I, which indicate that the number of women employing twenty or more people declined 
by a 0.1 percentage point, while that of their male counterparts increased by 1.5 of a 
percentage point between 2004 and 2014. In the same period women accounted for 61 
percent of the graduates, meaning that education has not had an effect on women venturing 
into business.  Despite the perception that education is necessary for starting a business, 
Botha et al. (2007) propose that instead, education equips people with skills that are critical to 
running a successful business. An educational background becomes critical in the 
establishment and maintenance of sustainable businesses that can effectively contribute to a 
growing economy (Van Der Schyff, 2017). Although not all researchers are convinced that 
entrepreneurship is a solution for economic development (Ahmad et al., 2017; Worthington & 
Xiang, 2015; Naude, 2013; Sun, 2003), there is consensus that entrepreneurship fulfils many 
functions that drive economic growth and development, including job creation, learning, 
innovation and competition. Although gender disparities are at their highest in education when 
compared to entrepreneurship, the unemployment rate of 32.5 percent among women 
indicates that a sizeable number of female graduates are also not being absorbed into the 
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work force at a satisfactory rate. As a result, a higher percentage of female graduates does 
not necessarily translate into speedy women emancipation, both in the work force and in 
business.  
2.5.1  Empowering women through entrepreneurship  
Entrepreneurship is important for developing countries as it is considered a catalyst for 
economic growth and to alleviate the pressure on government to support its people through 
social grants by empowering them through business (Van Der Schyff, 2017). Empowerment 
is defined as a process of increasing the capacity of individuals or groups to make choices 
and to transform those choices into desired actions and outcomes. Kabeer (2005) describes 
empowerment as ability to make choices and involve change. In the study, Kabeer (2005) 
further explains that to be disempowered is to be denied choice, while empowerment refers to 
processes through which those who have been denied the ability to make choices acquire 
such an ability.  
 
Empowering women through business must not only seek to address immediate inequalities 
but also initiate longer-term processes of change (Kabeer, 2005). Fairlie and Robb (2009) 
argue that institutional transformation is a critical requirement for sustainable gender equality, 
but entails movement along a number of fronts: from individual to collective agency, from 
private negotiations to public action, and from the informal sphere to the formal arenas of 
struggle where power is legitimately exercised. In the United Nations Development Plan 
(UNDP), a women entrepreneur is defined as a person who has alone, or with one or more 
partners, started or inherited a business and is eager to take on financial, administrative, and 
social risks and responsibilities, and participate in day-to-day management activities (United 
Nations Development Programme, 2015). 
 
Women who are empowered through business positively impact economic development and 
contribute to employment creation and the diversity of entrepreneurship in the economic 
process (Meyer, 2018). Because women generally engage in survivalist activities, according 
to Mandipaka (2014), they tend to address poverty eradication and unemployment more 
immediately and effectively than other government initiatives. The role of women 
entrepreneurs should not be underestimated, and opportunities must be created to allow 
women to pursue entrepreneurial ventures (Nxopo, 2014). 
2.5.2 Other women-led initiatives in South Africa 
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Theoretically, there should not be any differences between initiatives to encourage 
entrepreneurship among men and women, but because of South Africa's history where in the 
past men were favoured at the expense of women when it came to entrepreneurial assistance, 
it is only fitting that the scales should be tipped for a more even distribution of entrepreneurial 
aid through fast-tracking programmes in favour of female entrepreneurship (Chinomona & 
Maziriri, 2018).  
Furthermore, women have refused to sit on the sidelines when it comes to their development 
and have established numerous organisations within different sectors that advocate for their 
development and equality. Botha (2010) identified a number of non-profit organisations 
established to date, namely, the Business Women’s Association of SA; the National African 
Women’s Alliance; the National Women in Agribusiness Co-operative; African Women 
Chartered Accountants; Women in Nuclear; Technology for Women in Business; South 
African Women Entrepreneurs Network; Women in Research, and so on.  There is much 
controversy on the effectiveness of these organisations in their advocating for women’s 
development. The government has taken an active role in addressing gender inequalities in 
business by introducing preferential procurement for women entrepreneurs, favourable tax 
incentives for small businesses, and training and support programmes for women.  
 
Beck, Thorsten; Demirgüç-Kunt and Levine (2003) are against preferential treatment in 
business, whether for purposes of income re-distribution or to address gender equality. They 
state that business constraints shame the business environment and that regulation could 
result in imperfect markets and institutional weaknesses. But for economies built on the 
injustices of inequality and deliberate upliftment of one race over the other and one gender 
over the other, these past wrongs cannot be addressed by turning a blind eye and relying on 
the markets to self-regulate.  
 
2.5.3 Stokvel, an initiative led by South African women   
In South Africa, women are no strangers to pioneering innovative ways that have added value 
to the growth of the economy. Stokvels, which are a South African phenomenon, have been 
led to great heights by black women, with the majority of members to date being women (57 
percent) and men (43 percent) (African Response Research, 2012). The first evidence of a 
stokvel appeared in 1932 in the form of a burial society. Since then, stokvels have taken many 
shapes and forms, including member savings, grocery buying, birthday celebrations and other 
'investments' (African Response Research, 2012). Stokvels are generally viewed and 
commonly classified as vehicles for the underprivileged and disadvantaged black communities 
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living mainly in the townships and rural areas, to alleviate and reduce poverty levels for their 
survival. (African Response Research, 2012).  
 
The National Stokvel Association of South Africa (NASASA) defines the stokvel as a sort of 
savings club, where a group of people who share similar saving goals come together and 
agree to contribute money for a common goal. The amounts are fixed and the intervals of 
contribution can be anything from weekly to annually (African Response Research, 2012). To 
many South Africans, stokvels have become more than just savings tools; they encourage a 
culture of saving and provide a sense of community and accountability to its members, all the 
while acting as a safety net and allowing for much needed cash injections during hard times. 
Stokvels also serve as a powerful weapon in the fight against poverty and are particularly 
helpful in uplifting women in communities as they lead to enablement, which breaks the cycle 
of dependency.  
 
Although stokvels are seen as informal by the formal banking sector in South Africa (Calvin & 
Coetzee, 2010), they are well organised and generally administered by a constitution drawn 
up by its members, confined to guidelines declared by the Stokvel Social Trust (Mphahlele, 
2011). By 2011, according to NASASA, South Africa had 811 830 stokvels with 11.4 million 
members, of which 60 percent were women. Although there are various types of stokvels, 
including burial societies, grocery stokvels, borrowing stokvels and many other variations, the 
savings stokvels account for 47 percent of the active stokvels. 
 
More recently in 2015, a women-led stokvel was transformed into South Africa’s first women-
led coorporative bank, having raised more than R2-million in reserves in just under two years. 
It is South Africa’s 31st cooperative financial institution, where loans are specifically given to 
entrepreneurs. Similar to a traditional stokvel, in order to access loans, one must be a 
shareholder/member in the network/stokvel, which requires a once-off R10 000 share capital 
payment, a R550 annual membership fee, and a commitment to contribute R1 000 a month 
for a five-year period. The history of women’s involvement in stokvels suggests that their 
innovative thinking can lead to sustainable businesses that will contribute positively towards 
improving the South African economy.  
 
Another important observation is women’s motivation for starting businesses compared to that 
of men. In developing countries, the vast majority of women are engaged in entrepreneurial 
activity driven by pure survival   ̶ out of necessity rather than opportunity   ̶ because there are 
no jobs or any other options for income generation (Vossenberg, 2013). Although motive 
cannot be empirically measured, it is observed by the over-representation of women in 
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informal sectors relative to the formal sectors, and also in the instance of stokvels where 
communities empowered themselves through access to funds for their needy members; for 
example, loans for school fees, groceries and other functional needs that members would not 
otherwise have had access to. 
 
2.6 DOING BUSINESS AS A WOMAN  
 
South African women have not always been active in business because of the burden of 
gender discrimination. Black women were worse off because they were both black and female 
(Witbooi & Ukpere, 2011). Despite these challenges, over the years, women have managed 
to rise above their challenges in pursuit of equality in general and in business in particular 
(Minniti & Naude, 2010). Access to financial services in South Africa remains largely defined 
by race and gender, which negatively affects the way women do business. These challenges 
are likely to continue unless efforts are made to address the underlying issues that contribute 
to constraining the success of women in business (Allahar, 2015). Such constraints include 
lack of financial skills, lack of training, limited access to markets, and role barriers, to name 
but a few (Ukpere & Witbooi, 2011). 
2.6.1 Financial constraints facing women entrepreneurs  
According to Fareed et al. (2017), financial constraints are considered one of the biggest 
challenges entrepreneurs encounter, especially in developing countries. Yet, there is limited 
empirical evidence to suggest an empirical relationship between financial inclusion and 
entrepreneurship. In their study, Fareed et al. (2017) found that financial inclusion in Mexico 
is positively linked with entrepreneurship that opens up economic opportunities for women 
entrepreneurs. Despite the focus on meeting basic needs such as food and health care, 
sustainable and long-term economic progress depends on access to financial products and 
services that allow individuals and firms to succeed (Nanziri, 2015). Women’s involvement in 
various entrepreneurial activities globally has increased over the years, and as a result they 
have been empowered both socially and economically, demonstrating that entrepreneurship 
development and empowerment are complementary. This is further confirmed in a study by 
Jia et al. (2012), in which women's entrepreneurial development is cited as one of the crucial 
issues of the contemporary development agenda in many developing countries.  
 
In the South African context where women account for more than half of the population, 
women’s participation in the economy cannot be sidestepped. In fact, the government must 
realise the importance of women entrepreneurs and endeavour to provide strategies for 
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solidifying the development of women's entrepreneurship in the country. In a study conducted 
by Das (2000), of women entrepreneurs in the western world, the researcher proposes three 
factors that influence entrepreneurship:  
 
 Ancestral influences, which include family factors such as genetics that affect personal 
skills and knowledge;   
 Incubator organisation, which refers to the type of company where the entrepreneur 
was previously employed or gained work experience; and  
 The environment, which includes business conditions, access to finance and support 
structures, and business mentors. 
 
Discrimination based on gender is a central challenge that is faced by many African countries, 
including South Africa. Discrimination has single-handedly infringed upon the development of 
women entrepreneurs. Llussá (2011) found in her study that women face discrimination both 
in the work place and in business. However, she recognises that entrepreneurship may still 
be the most effective antidote to discrimination based on prejudice and on employers´ 
preferences, as it provides women with an autonomous avenue to circumvent social obstacles 
to employment, career progress, and fair returns on their efforts. Even though 
entrepreneurship can be seen as a solution to discrimination, women still face a lot of 
discrimination compared to their male counterparts, especially in seeking funding for their 
business ventures. This is supported by the GEM statistics (GEM, 2017), which confirm that 
the percentage of men who are entrepreneurs by opportunity is higher than that of females, 
who generally tend to pursue careers in business because of need. 
 
The financial inclusion data collected in the last quantile by the World Bank (Global Findex, 
2017), prove that an increase in access to mobile money services has rendered sizeable 
benefits, especially for women, and has helped reduce extreme poverty among women-
headed households by 22 percent. Despite this marginal alleviation of poverty, women 
entrepreneurs continue to have several bottlenecks and gaps in availability of credit, and 
although great strides have been made in microfinancing in the past decade, the process in 
developing countries is slow (Srinivasan 2009). In a study done in India by Ghosh and 
Dharmarajan (2017), the findings were similar, where about 8 percent of women were found 
to have 8 percent less access to finance compared to men, and this also translates to the use 
of financial services, where women utilised 20 percent less credit than men. 
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This is more severe for women entrepreneurs in the rural areas. According to Dua, Hatwal 
and Sharma (2012), in addition to the financial challenges they face, women entrepreneurs in 
rural areas receive poor quality information about microfinance, which directly affects their 
decision-making. It is notable that South Africa is one of the highest gender inequality 
countries (ranked at number ninety in the world), and yet the country has no significant gender 
gap in bank account ownership.  
 
2.7 COST OF BORROWING FOR SMALL BUSINESSES 
 
Debt is considered a cheaper source of funding for investment purposes compared to debt, 
and although this may hold true for large firms, the dynamics are different for small businesses 
who are exposed to higher interest rates and face potential default because of fluctuating 
cashflows (Anku-Tsede, 2014). As a result, if not managed adequately, debt could turn out to 
be detrimental for SMEs. As indicated earlier, smaller business use the pecking order theory 
when making financial decisions, where internal funding is preferred to external funding and if 
the internal funds are not sufficient, debt will take precedence over equity. 
 
In corporate finance, it is only when internal funds are depleted that smaller business will 
consider debt and therefore, according to Öhman and Yazdanfar (2015), the relationship 
between a firm’s performance in relation to its investments and debt is a key consideration. 
According to the above researchers, as soon as the cost of debt exceeds the tax shield, it is 
considered to be expensive. It is also important to note that in South Africa, where SMEs have 
several tax incentives, the benefits of the finance costs tax shield might be irrelevant, 
depending on the size of the organisation. 
 
Öhman and Yazdanfar (2015) purport that debt negatively impacts on small business 
profitability in line with the pecking order theory, suggesting that the profitability of small 
businesses relies on capital structure that has higher retained earnings. In addition, agency 
costs and costs associated with information asymmetry are reduced when debt is eliminated 
from the capital structure. Women entrepreneurs who face more discrimination than men, are 
vulnerable to higher interest rates, which further increase their costs to debt (Meyer, 2018; 
Mijid, 2015). A notable challenge for women entrepreneurs with only limited access to finance, 
is that their business development may be limited as it might not always be financially viable 
to pursue all available opportunities. This will ultimately restrict growth.  
 
2.8 SUMMARY OF THE CHAPTER  
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The literature presented in this chapter confirms that although women's entrepreneurship is 
important in aiding the development of a country’s economy, it may not always succeed due 
to the challenges faced by women entrepreneurs. Even developed countries still battle to 
bridge the gender inequality gap, which often prevents women-owned businesses from 
succeeding. Despite the social injustices that South African women have historically faced, 
access to finance is another identified major obstacle despite the numerous interventions by 
government. The question that remains unanswered is will access to finance will improve 
women's entrepreneurship in South Africa? 
With the recent developments in measurements of financial inclusion (access to finance), 
countries can observe their progress when it comes to financial inclusivity, and directly 
intervene in correctional policy should the results be unsatisfactory. This creates room for 
research that will feed into such policy. 
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CHAPTER 3 
RESEARCH METHODOLOGY 
 
3.1. INTRODUCTION  
Chapter three presents the research methodology used to conduct the empirical study of the 
paradigms introduced in the literature review. This section describes the research design that 
focuses on how the data was collected and the instruments used to examine it. In addition, 
attention was paid to how the chosen instrument addressed the key research question: to 
determine if a relationship exists between women's entrepreneurship and financial inclusion 
and if so, the nature and extent of the relationship.  
3.2. RESEARCH PROBLEM AND QUESTION  
The research problem that formed the basis of this study is re-established below.  
 
The problem in South Africa is that even though women entrepreneurs have been identified 
as key potential players in developing the economy, they still have limited access to financial 
resources, which ultimately restricts the growth of their businesses. Women remain largely 
excluded from access to finance and affordable credit, which are imperative to starting and 
growing a business.  
 
In addition, little is understood about the impact of financial inclusion on women's 
entrepreneurship other than the broad economic value of financial inclusiveness, which often 
excludes the impact of the costs of funding or credit on women's entrepreneurial efforts. An 
inclusive economy with fair access to affordable resources has a better chance of ensuring a 
sustainable economic development and growth rate for women's businesses if it is supported 
by relevant government initiatives. 
The main research questions that this study sought to answer was:  
 Is there a relationship between women's entrepreneurship and financial inclusion in 
South Africa?  
 If so, what is the nature and extent of that relationship?  
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The secondary question was:  
 To what extent does financial inclusion influence women's entrepreneurship?  
 
3.3. RESEARCH DESIGN  
Research design is a plan and procedure that details the data collection and data analysis of 
a study (Creswell, J.W. & Creswell, J.D., 2017). This plan was critical as it linked the literature 
or concept discussed in Chapter 2, with the analysis and interpretation in Chapters 4 and 5. 
De Vaus and De Vaus (2001) define research design as "an overall strategy that one chooses 
to integrate the different components of the study in a coherent and logical way, thereby 
ensuring you will effectively address the research problem". Research design constitutes a 
blueprint for the collection, measurement, and analysis of data. The researchers further posits 
that the main purpose of research design is to ensure that the data collected allows the 
researcher to answer the question as explicitly as possible, and that research design differs 
from the research methods, which speak to how the data was collected.  
 
Donnelly and Trochim (2007) identify research design as "‘the glue that holds the research 
project together". They theorise that a design is used to structure the research, to show how 
all the major parts of the research project, the samples or groups, measurements, treatments 
or programmes and methods of assignment, work together in attempting to address the central 
research questions. Common to these definitions is that research allows one to answer the 
question at hand.  
 
This study was descriptive in nature, and sought to quantitatively answer whether there is a 
relationship between women's entrepreneurship and financial inclusion as opposed to why 
that relationship exists. The study focused on the financial inclusion variables that affect 
women and their access to finance and affordable credit, which they require to start and 
operate a business. Secondary to the key question, the study accessed the extent of this 
relationship. Research on women's entrepreneurship is important in creating a knowledge 
base of South African women's experiences with regard to their financial exclusion (Ukpere & 
Witbooi, 2011) and therefore determining whether a correlation between the two variables 
exists, thus leading the way for researchers to answer the ‘why’ questions. 
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3.3.1. Research paradigm  
Creswell and Creswell (2017) describe a research paradigm as how we view the world and 
how that view guides the way in which we conduct research. Rahi (2017) further states that a 
paradigm rests on the shared beliefs of researchers, and that by choosing a specific paradigm 
to follow in a study, a researcher eliminates the risk of relying on his or her own philosophical 
knowledge and instead follows a logical sequence in his or her investigation.  
 
According to Babin, Carr, Griffin, Quinlan and Zikmund (2015: 57), researchers must justify 
their selection of research methodology and methods. In this justification, the researcher must 
consider the research problem and the objectives of the study and ensure that they are 
relevant. Babin et al. (2015: 58) further state that the methodology choices relate to the 
researchers' assumptions about reality, which also influences their theoretical perspective. 
Questions asked by researchers about the nature of their reality are referred to as the 
ontology, while questions they ask about the validity of new information generated are referred 
to as epistemology. Both ontology and epistemology are important in the formulation of a 
philosophical framework in research (Rahi, 2017). 
 
This study used one of the four paradigms identified by Cresswell (2013), namely, the positivist 
paradigm, also referred to as quantitative research or the empirical analysis of data (Rahi, 
2017). Positivist supporters subscribe to the notion that accurate knowledge can be gained by 
observing experiments (Rahi, 2017). Although financial inclusion has become an economic 
concept spoken about in relation to equality, poverty and economic development among other 
things, it also has finance components that require empirical analysis and explanation. This 
includes the cost of debt and its impact on businesses and business owners, especially SMEs, 
hence the reason that this study pursued a positivist paradigm as opposed to an interpretive 
paradigm. Creswell. and Creswell (2017) describe an interpretive paradigm as exploring a 
deep understanding of the world one lives in, while according to Rahi (2017), this paradigm is 
also known as a qualitative research paradigm, or constructivism.  
 
Two other paradigms, are pragmatism and subjectivism. Rahi (2017) describes pragmatism 
as finding the weakness of a study, which means that it is most important to fully understand 
the problem statement and then use a mixed methods approach (i.e. both qualitative and 
quantitative approaches) to analyse the problem and strengthen any weakness that has been 
identified. Subjectivism has recently been defined in the context of entrepreneurship to refer 
to a reality perceived by the participants as both subjective and manifold (Rahman & Zaman, 
2017). According to these researchers, the nature of ‘entrepreneurial decision-making' is 
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regarded as subjective. Therefore, it is important for research conducted in this area to 
understand its participants and their point of context.  
 
3.3.2. Research method  
As indicated above, the study followed a positivist paradigm and therefore used a quantitative 
method to observe and measure the correlation (not the causation) and the regression 
between women's entrepreneurship and financial inclusion. The reason for this was that there 
are other determinants of women's entrepreneurship that were not assessed in this study, and 
therefore both financial inclusion and women’s entrepreneurship were assumed to result from 
other social processes.  
 
The strength of analysing correlations is that one variable can be assumed to predict the 
movements of another as opposed to causation, which is concluded by inference (Collis & 
Hussey, 2013). While correlation allows one to measure the association between the variables 
being studied in a symmetric way, regression will then take the study a step further, as it is a 
more powerful analytical tool. According to Brooks (2014: 76), in a regression the dependant 
variable (y) and independent variables (x) are treated differently (i.e. the y variables are 
assumed to have a probability distribution (random) and the x variables are assumed to be 
fixed values in repeated samples.  
 
3.3.3. Research instrument 
Although research on financial inclusion has gained momentum in the past decade, there are 
still very limited empirical studies that examine the impact of financial inclusion on various 
economic variables (Aziakpono & Tita, 2017), including women's entrepreneurship.  
 
This study used a multiple regression to test whether financial inclusion has a positive or a 
negative impact on women's entrepreneurship in South Africa. A similar study was done in 
Mexico by Fareed et al. (2017), where the key determinants of women's entrepreneurship and 
the relationship between financial inclusion and entrepreneurship were investigated. 
Chikalipah (2017) used a country-level regression to investigate the determinants of financial 
inclusion in Sub-Saharan African countries, where he examined whether literacy, GDP, 
infrastructure and inequality explained any variations occurring in financial inclusion. 
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Aziakpono and Tita (2017) used a cross-sectional regression to observe the effect of financial 
inclusion on welfare in Sub-Saharan Africa and Gaysset and Neaime (2018) used the same 
method to examine the relationship between financial inclusion and inequality in the Middle 
East and North Africa. Thurik, Van Stel and Verheul (2006) used a similar method to 
investigate female entrepreneurship by distinguishing between two measures of female 
entrepreneurship: the number of female entrepreneurs and the share of women in the total 
number of entrepreneurs. In both studies, cross-sectional data was used. The difference in 
this study is that it used a time series to observe the relationship between the variables in 
question over a period of time, as opposed to a cross-sectional series which is observation at 
“a point in time” (Brooks 2014:5). 
3.4. ESTIMATION TECHNIQUE: MULTIPLE REGRESSION  
The Multiple Regression Ordinary Least Squares method (OLS) is an important economic tool 
used to understand the relationship between one (dependent) and many other (explanatory) 
variables, especially where the interactions between them are also complex (Bauwens, Koop, 
Korobilis & Rombouts, 2015; Koop, 2006).  Multiple regression is a relatively simple technique 
for producing results that are easy to analyse (Disatnik, Irwin, McClelland & Sivan, 2017; 
Reginer, 2007).In this study, multiple regression allowed for effective observation of the 
relationship between women's entrepreneurship and the proxies which were chosen for 
financial inclusion. 
 
The following assumptions were made when estimating the multiple regression: 
 
Table 3.3: Assumptions about Multiple Regression  
 
Technical Notation Interpretation   
1 E(ε) = 0 The errors have a zero mean  
2 var(ε) = σ2 = ∞ The variance of the errors is constant and finite over all values 
of x 
3 cov (ε
t
 ,ε
j
 ) = 0 The errors are linearly independent of one another  
No Perfect Collinearity 
4 cov (ε
i
,  x
i
) = 0 There is no relationship between the error and corresponding 
x variate. Homoskedasticity 
5  ε ~ N (0, σ2)  Large outliers are unlikely (ut  - disturbances are normally 
distributed)  
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In a multiple regression model the manner in which the different variables interact with one 
another is observed, where explanatory variables are fixed and are deemed to explain the 
movements in dependent variable (i.e. as opposed to causing it). Beta (𝜷) will measure the 
influence of the explanatory variables on the dependent variable. Before the data is analysed, 
the five assumptions must to be met, and therefore each assumption must be tested prior to 
estimating the model.  
3.4.1. Descriptive statistics 
Descriptive statistics allow researchers to define the most important characteristics of the data 
series using a small number of summary measures (Brooks, 2014: 62). This study used 
descriptive statistics for analysing, among other things, the mean, median, and standard 
deviation, and the kurtosis and Jargue-bera of all the variables.  
 
Although descriptive statistics are not sufficient to aid researchers to reach conclusions about 
datasets, they summarise the properties of the variables and are generally used as preliminary 
data (Rahi, 2017). According to Babin, Carr, Griffin and Quinlan (2019) and Hausman (1978) 
descriptive statistics also help researchers describe certain aspects of datasets that can bring 
to light patterns and relationships about variables.  
 
The descriptive statistics of this study warranted the choice of the quantitative method over 
the qualitative method.  
3.4.2. The Model  
The model that was conducted included the multiple regression ordinary least squares method 
(OLS). The equation representing this study is given below: 
 
Y =  𝛂 + 𝜷𝟏 (𝐀𝐜𝐜𝐨𝐮𝐧𝐭) 𝜷𝟐 (𝐁𝐨𝐫𝐫𝐨𝐰𝐞𝐝)+ 𝜷𝟑 (𝐒𝐚𝐯𝐞𝐝)+ 𝜷𝟒 (𝐂𝐫𝐞𝐝𝐢𝐭)+    𝜷𝟓 (𝐁𝐨𝐫𝐫𝐨𝐰𝐞𝐝 𝟐) + 𝑼𝒕 
 
Where;  
 
Y = Women's entrepreneurship  
𝛂 = Constant of the regression  
𝜷 = Coefficient of the variable  
𝑼 = Error term 
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Table 3.2 below contains the variables that were chosen and the proxies that were used to 
measure them. The source of the data is the Global Entrepreneurship Monitor (GEM) website 
and the World Bank website.  
 
Table 3.2: Variables and measurements  
Variable  Proxy   Measurement   
Women's 
entrepreneurship  
(GEM website) 
Total Entrepreneurship Activity 
(TEA) 
Total Entrepreneurship 
Activity (TEA) 
Financial inclusion  
(World Bank website) 
 
 
 
 
Global Findex Database Proxies (below)  
Ind. Var. 1: Financial institution account, female (percentage of 
women aged 15+)  
 
Ind. Var. 2: Borrowed to start, operate, or expand a farm or 
business, female (percentage of women aged 15+)  
 
Ind. Var. 3: Saved to start, operate, or expand a farm or 
business, female (percentage of women aged 15+)  
 
Ind. Var. 4: Credit card ownership, female  (percentage of 
women aged 15+)  
 
Ind. Var. 5: Borrowed from a financial institution, female 
percentage of women aged 15+) 
 
3.5. SAMPLING STRATEGY 
Sampling is the process of selecting units from a population of interest so that by studying the 
sample one may fairly generalise results within the population from which they were chosen 
(Donnelly & Trochim, 2007). According to Lewis, Saunders and Thornhill (2011), sampling is 
a valuable alternative to analysing a whole population.  
 
The Global Findex Database presents key findings on how adults (15+ years) in more than 
140 countries access accounts, make payments, save, borrow and manage risk. The data 
was compiled using surveys of more than 150 000 adults in the participating countries, 
including South Africa, where 1 000 face-to-face interviews were conducted in Afrikaans, 
English, Sotho, Xhosa and isiZulu to ensure racial and cultural diversity in the sample (Global 
Findex, 2017).  
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The sample period used for this study was 2009 to 2017, guided by the available data for 
financial inclusion. This was the same period used by Fareed et al. (2017) in their study. The 
period is post the 2008 financial crisis and the effects must be noted and observed in the 
findings, as the financial crisis negatively affected access to credit for consumers immediately 
post this period. 
3.6. DATA ANALYSIS  
Data analysis involves conclusions about the findings and linking them with the literature. For 
this study, variables that measured women's entrepreneurship and financial inclusion were 
selected as proxies.  According to Donnelly and Trochim (2007), data analysis involves three 
major steps to be taken, in the following order:  
 
1. Data preparation, which involves the collection, cleaning and organising of the raw data 
for analysis; 
2. Descriptive statistics, which involves defining and describing the main characteristics of 
the data;  and  
3. Inferential statistics, which involve testing the hypotheses and models that have been 
selected to best model the data.  
 
The data used for this study was secondary data, obtained from various reliable sources 
including the World Bank Findex database, and the Global Entrepreneurship Monitor database 
(GEM). The multiple regression model discussed earlier in the chapter, was implanted in E-
views version 10, which is software used for financial and economic data modelling.  
 
Prior to modelling, careful consideration was given to the variables being used as proxies for 
financial inclusion. From over fifty indicators split into twelve categories, only three were 
selected that related specifically to financial inclusion relevant to women's entrepreneurship: 
women who owned a bank account with a financial institution, women who saved to start, 
operate, or expand a farm or business, and women who borrowed to start, operate, or expand 
a farm or business. Since access to credit is one of the most important factors that influence 
the survival of small businesses, two additional control variables were included to enhance 
the analytical feature of this variable in the model, namely, women who own a credit card and 
who borrowed from a financial institution for all other general purposes.  
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3.7. DATA SELECTION AND MEASUREMENT 
The main focus of this research was to assess the relationship between women's 
entrepreneurship in South Africa and financial inclusion, by breaking down financial inclusion 
into four variables that related to women entrepreneurs. These included women who owned a 
bank account with a financial institution, women who saved to start, operate, or expand a farm 
or business, and women who borrowed to start, operate, or expand a farm or business. Two 
additional control variables were included, namely, women who own a credit card and who 
borrowed from a financial institution for all other general purposes.  
 
The data selected for the model estimation was based on the available literature. Data sources 
included the Global Findex from the World Bank, other financial inclusion indicators from the 
Finmark Trust, and Entrepreneurial Activity from the Global Entrepreneurship Monitor (GEM) 
database. A longitudinal approach was used to analyse the data over a specified time period. 
Measurement focused on the dependent and independent variables that were used in the 
study. According to Donnelly and Trochim (2007), two major issues must be considered when 
measuring data. First, the researcher must understand the fundamental ideas involved in the 
measuring, and the reliability of the measurements, and secondly, the researcher must 
understand the different types of measures that may be used in their study.  
 
The financial inclusion data is measured triennially, in 2011, 2014 and 2017. For the two years 
between measurements, the data was kept constant, thus creating an annual dataset between 
the observed period of 2009 and 2017, between the dependant variables (women's 
entrepreneurship) and the explanatory variables (financial inclusion). The reason that the data 
was kept constant (i.e. similar to the measurement year) between reporting periods, was 
because observation of the three periods showed no common trend (either upwards or 
downwards) and therefore it was more reliable to assume that the measurement on the third 
year was a more accurate measure of the two preceding years. Previous studies were able to 
overcome this limitation by using the cross-sectional data of industries in Mexico (Fareed et 
al. 2017) and countries in Sub-Saharan Africa (Chikalipah, 2017), which were not available at 
the time of this study in South Africa.  
3.7.1. Dependent variable: 
3.7.1.1. Women's entrepreneurship  
There are numerous definitions of entrepreneurship, but for this research the following 
definition was identified through the literature and subsequently adopted: "Entrepreneurship 
is the dynamic process of creating incremental wealth, which is created by individuals by 
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adopting risks in terms of equity, time, career commitment, etc." (Afrin, 2008). Simply put, 
entrepreneurship is the process whereby resources are strategically used to create value in 
activities with the potential of yielding monetary rewards with exposure to certain risks. In 
general terms, entrepreneurship refers to self-employment through business ownership, 
where one or several employees manage the functions of a business. 
  
In line with the definition of entrepreneurship cited above and discussed in the literature, this 
study used the female Total Entrepreneurship Activity (TEA) as a measure for women's 
entrepreneurship, similar to a study by Thurik et al. (2005). Since the completion of that study, 
quantitative research on women's entrepreneurship in South Africa has been limited. TEA 
measures the percentage of the adult population (18 to 64 years) who are in the preliminary 
stages of starting a business or have recently started a business. This is an indicator used by 
GEM to measure entrepreneurship in different countries. It offers an insight into early-stage 
activities that are expected to be translated into reputable businesses. Simply put, total 
entrepreneurial activity (TEA), is the sum of entrepreneurial activity driven by opportunity (TEA 
OPP), and by need (TEA NEC). The same measure was used by Llussá (2011) when 
analysing the entrepreneurial activity between men and women, and more recently by 
Hechavarría and Ingram (2018) when they assessed the effects that gender has on 
entrepreneurial activity including access to finance, government policies, and support.  
 
3.7.2. Independent variables:   
3.7.2.1. Financial inclusion indictors – proxies used to calculate the Findex  
The Global Findex, the financial inclusion database that has comparable indicators for 
financial inclusion, measures the financial sector’s level of inclusiveness. The database is 
constructed as multidimensional indices that encompass available data on numerous 
characteristics of financial inclusion. These include banking penetration, availability and use 
of banking services and banking systems respectively (Pais & Sarma, 2011). The measure of 
inclusiveness of a financial system is somewhat complex and therefore could not be directly 
evaluated in this study. The methodology used for Global Findex researchers enhances the 
concept that financial inclusion is not a singular figure but rather is sourced from various 
channels, thus making it difficult to measure in a linear fashion.  
 
The Global Findex offers policymakers and researchers’ in-depth data on how people save, 
borrow, make payments and manage risks. The variables used in this study were sourced 
from the Global Findex data and were collected from the World Bank database. Nelson (2016) 
used the Global Findex to analyse the state of financial inclusion in South Africa. Several other 
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researchers (Demirgüç-Kunt et al., 2013; Demirgüç-Kunt & Klapper, 2012; Fareed et al., 2017) 
have used the Global Findex data in their studies (in different forms) as a measure for financial 
inclusion. 
 
 
The Global Findex data (i.e. variables that relate to financial access for women and women 
entrepreneurs) are used as a proxy for financial access (Fareed et al., 2017). These indicators 
include women who own a bank account with a financial institution, women who save to start, 
operate, or expand a farm or business and women who borrow to start, operate, or expand a 
farm or business. Two additional control variables were included, namely women who own a 
credit card and who borrow from a financial institution for all other general purposes. 
 
3.7.2.2. Independent variable 1: Financial institution accounts, female  
 
One of the most basic and fundamental measures of financial inclusion is the population that 
has account ownership, as this is the first step that unlocks financial exclusion. According to 
the latest Findex Report (2017) report, 69 percent of the world’s population owns an account, 
while in developing countries 67 percent of men have an account, compared to 59 percent of 
women. Although the gender gap varies among different developing countries, these findings 
confirm that gender discrimination is one of the challenges that female entrepreneurs face 
when it comes to finances. This variable was chosen as one of the proxies for financial 
inclusion as it is gender specific account ownership (i.e. account ownership among women). 
Of concern in the World Banks’ findings is that they show persistent gender gaps since 2011 
to date, and some studies have shown a positive correlation between poor performance of 
women's businesses and gender inequality (Kalleberg & Leicht, 1991; Robb & Wolken, 2002). 
In his study, Chikalipah (2017) used the total adult population with a bank account at a formal 
institution divided by the population of each country as a proxy for financial inclusion. 
  
3.7.2.3. Independent variable 2: Borrowed to start, operate, or expand a farm or 
business, female 
Credit or borrowed funds are a critical source of funding businesses and has been a challenge 
for all businesses. In developing countries, informal borrowing is reported to be a common 
source of funding, with informal borrowing including borrowing from family and friends, and as 
generally seen in South Africa, saving clubs (Buckley & Voorhees, 2017). In many instances, 
the ability of small businesses to borrow can be the one determining factor of their survival 
and is therefore one of the variables used in this study. According to the World Bank’s financial 
inclusion statistics (2017), in South Africa there has been a decline in the number of women 
who have borrowed specifically for entrepreneurial reasons. This could mean that women’s 
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participation in business has declined, or that they have found other sources to fund their 
entrepreneurial activities. In order to gain better understanding, access to credit was observed 
in the study by looking at two other variables on the multiple regression that examined and 
assessed credit for women.  
 
Debt forms part of the capital structure of firms (Hechavarría & Ingram, 2018; Muritala, 2012) 
and therefore it was a critical variable in the study when assessing women’s entrepreneurial 
activity. Focus was placed on access to credit and cost of credit, as they both have significant 
impact on business operations.  
 
3.7.2.4. Independent variable 3: Saved to start, operate, or expand a farm or 
business, female  
In developing countries, men are more likely to save than women (Findex Report, 2017). This 
is supported by the fact that men are more financially included than women. There are many 
reasons why people save, and among them is to start, operate or expand a business. Over 
the past decade in South Africa, the number of women who saved for entrepreneurial 
purposes has only marginally increased from 9 percent to 11 percent, but even this small 
incline is a step in the right direction.  
 
The nature of developing countries is that they have more poor households, and this limits 
their overall formal savings. Although the late 2000s demonstrated low savings, this was not 
always the case. In the late 90s, most entrepreneurs who had a relationship with a formal 
financial sector were depositing savings rather than using credit (Buckley & Voorhees, 2017). 
Studies have shown that in some African countries, women tend to save more than men when 
they have the available funds to do so. In a recent study done in Chile, it was found that for 
every 100 men who save, 139 women save (Buvinic & Jaluka, 2018).  
3.7.3. Control variables:   
In addition to the independent variables used in this study as core proxies for financial 
inclusion specific to women's entrepreneurship, two additional control variables were used that 
gave substance to the credit factor, as borrowing and access to credit are critical success 
factors for women's entrepreneurship. Although multiple regression is a reliable measure of 
linear relationships between variables, because not all explanatory variables can be included 
in the regression, this can cause some bias (Bascle, 2008). In his study, the researcher found 
that the introduction of control or instrumental variables adequately addressed this 
measurement error.  
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Another important reason for introducing the two additional control variables relating to access 
to credit for women, was due to a decline in the percentage of women who borrow to start a 
business. One of the two variables moved in the same direction, while the other moved in the 
opposite direction. It is important to note that this study is unique in this choice of control 
variables, departing slightly from the study of Fareed et al. (2017), who chose control variables 
that influenced women’s decisions about entrepreneurship such as their age, level of 
education, marital status etc. This study maintained more focus on finance, selecting variables 
that related to access to credit for women, similar to a study by Gosh and Dharmarajan (2017). 
 
3.7.3.1. Control variable. 4: Credit card ownership, female  
 
Credit cards are mainly used as a payment instrument, but they are also a source of short-
term credit. Access to a credit card is an extension of owning a bank account and having basic 
access to financial services and credit. The trend of credit card ownership for South African 
women was the same as for those who borrowed to start a business i.e. it declined from 13 
percent in 2011 to 8 percent in 2017 (The Global Findex Report, 2017). Among the two control 
variables, credit card ownership moved in the same direction as the main proxy chosen for 
access to credit. In addition, credit card ownership allowed for the observation of women’s 
access to general credit. If women cannot acquire credit in their personal capacity, if follows 
that they will not be able to secure credit for their businesses, because financial institutions 
usually require small business owners to sign surety for credit taken.  
 
According to Dlamini and Motsepe (2014), women entrepreneurs face numerous trials, 
including access to funding and the cost of credit, access to the markets, access to information 
on support services available, and access to training. Access to funding includes among 
others, accessibility to credit facilities and affordability of those credit facilities, which allow for 
sustainability and continuity in businesses.  
 
3.7.3.2. Control variable. 5: Borrowed from a financial institution, female  
 
This is the third variable that relates to borrowing, as access to credit is often the main obstacle 
to growth in businesses (Cressy, 2002). In addition, access to credit has remained unstable 
after the 2008 financial crisis. There were contractions in lending volumes internationally, but 
unlike credit card ownership and the percentage of women who saved to start a business, the 
number of women who borrowed, in general, from a financial institution, increased between 
2009 and 2017, therefore moving in the opposite direction of the main proxy chosen for credit.  
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According to Ardic et al. (2011), the link between loan penetration and banking sector 
concentration is negative, indicating that more competitive banking markets have higher levels 
of credit access. They further indicate that better creditor rights and comprehensive credit 
information systems are associated with greater access to financial services. Observing the 
movements in this proxy provides some insight into how entrepreneurial women will respond 
if access to credit for women is increased.  
3.8. VALIDITY AND RELIABILITY 
Mouton (2001) introduces another important consideration: the framework of the research, 
which he described as a guide to "achieving an approximation of truth". This simply means 
that researchers must ensure the validity of each stage of the research process to ensure its 
success. The data used in this study was collected from reliable sources that were verified 
and were previously used by other researchers. Data on women's entrepreneurship was 
collected from the GEM database, which goes through extensive and rigorous harmonisation 
processes to ensure that the data collected is accurate and free of error. Not only is data used 
by researchers all over the world, but it is also used by governments for establishing 
entrepreneurship trends within their countries. Data on financial inclusion was collected from 
the World Bank database, which is the single largest database for global financial access 
information. Although their database is being improved with each publication, it remains the 
most reliable source for financial inclusion.  
 
Mohajan (2017) describes validity as the extent to which a measuring instrument, chosen for 
a study, measures what it is intended to measure, and measures it effectively. The instrument 
chosen for this study was a multiple regression. This method is a relatively simple regression 
that is used by researchers to observe linear relationships between multiple explanatory 
variables (Disatnik et al., 2017). One of the challenges of this study was the availability of data 
and it was therefore critical to choose a simple tool that allowed the available data to be 
effectively analysed with little manipulation. The sample period of the data also influenced the 
choice of the model used for this study. 
 
Reliability on the other hand is concerned with the assurance the researcher has that the 
chosen instrument will produce results without random error (Mohajan, 2017). Part of 
diagnostic testing in the multiple regression included a test of the collinearity of the explanatory 
variables. Researchers must ensure that none of the independent variables are correlated, 
and if variables are highly correlated in the model they must be excluded from the study as 
their close relationship will distort findings between them and the dependant variables. In this 
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study, the relationship between all variables was observed prior to running the descriptive 
statistics and the model.  
3.9. LIMITATIONS  
Below is a list of delimitations of the study; 
 
i. The data used was over a period of less than ten years and hence considered short 
term, as the variables in the study were calculated only recently. Since 2009, the 
Findex is also calculated triennially, but the data collected annually is incorporated. 
The Findex was published in 2011, 2014 and 2017 respectively.  
 
ii. The use of proxies created distortions in the findings, as they were not the actual 
measure of the variables under scrutiny.  Some of the measures were calculated at an 
international level and were gross estimations and averages. The analysis of the 
results made provision for these distortions.  
 
iii. The Global Findex data has fifty-two indicators grouped into twelve different 
categories. Only five were chosen for this study, providing a limited analysis of the 
explanatory variables.  
 
iv. Some variables had varying measurement periods; some are measured annually, 
some quarterly, and others every three years. Averages were calculated to ensure that 
all the timelines were in sync.  
3.10. ETHICAL CONSIDERATIONS 
Ethical requirements vary from institution to institution and therefore researchers must carry 
the responsibility of ensuring that high ethical standards are maintained throughout research 
projects. Creswell (2013: 76) points out that "ethical considerations that need to be anticipated 
are extensive, and they are reflected through the research processes”.   
 
Creswell (2013) further insists that "writers need to anticipate [ethical considerations] and 
actively address them in their research". According to Thomas (2010), researchers have an 
obligation to avoid deceptive practices and should in general aim to do good (beneficence) 
through their research projects, and avoid doing harm (malfeasance). It is therefore imperative 
for researchers to understand the basic steps in the research process to avoid unethical 
behaviour.  
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This study has endeavoured to uphold high moral values by conforming to the key ethical 
principles identified by Babin et al. (2015: 42), namely, do no harm, act with integrity, avoid 
plagiarism, observe validity, power and transparency. Lastly, the data used for this study was 
collected from reliable sources including the Stats SA database, the World Bank database, 
and the United Nations database. 
3.11. SUMMARY  
The main purpose of Chapter 3 was to highlight the methodology used in answering the 
research question at hand. The chapter included the research design, the data used, and the 
measurement methods used. As the study is quantitative in nature, it sought to investigate the 
relationship between financial inclusion and women's entrepreneurship by looking at the 
correlations between the two variables to identify to what extent the one changed as the other 
changed. 
 
The study was limited to the period post 2004, as this was the first time that the Global Findex 
was published. Multiple regression was used to analyse the relationship between the two main 
variables in the study.  
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CHAPTER 4 
RESULTS AND FINDINGS   
4.1. INTRODUCTION  
Chapter 4 presents the findings that resulted from analysing the data in the study. The analysis 
commenced with the descriptive statistics on the variables that were studied, followed by 
diagnostic testing of the model to confirm that it was fit to analyse the data, and as a final step, 
a multiple regression analysis was performed.  
 
The study observed a relation between women's entrepreneurship and financial inclusion in 
South Africa, as indicated in Table 4.1 below, which focused on five specific explanatory 
variables with a direct link to women's entrepreneurship, namely, the percentage of women 
who have an account with a financial institution; the percentage of women who saved to start, 
operate, or expand a farm or business; and the percentage of women who have borrowed to 
start, operate, or expand a farm or business; the percentage of women who have a credit card; 
and the percentage of women who have borrowed from a financial institution. The last two 
variables were used as control variables.   
 
Table 4.1: Proxies for financial inclusion, South Africa  
Var VARIABLES  
 Abbreviation 
1 
Financial institution account, female (percentage of women 
aged 15+) 
 Account 
2 
Saved to start, operate, or expand a farm or business, female  
(percentage of women aged 15+) 
 Saved 
3 
Borrowed to start, operate, or expand a farm or business, 
female (percentage of women aged 15+) 
 Borrowed 1 
4 
Credit card ownership, female (percentage of women aged 
15+) 
 Credit card 
5 
Borrowed from a financial institution, female (percentage of 
women aged 15+) 
 Borrowed 2 
TEA Total Entrepreneurship Activity (percentage)  
 WE  
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4.2. DESCRIPTIVE STATISTICS 
 
Table 4.2 below encapsulates the descriptive statistics of the dependent and independent 
variables used in the multiple regression. The results indicated that, at least in the sample, on 
average 70 percent of the women participated in entrepreneurial activity, both as a result of 
opportunities available and being driven by need. Although the sample represented only a 
portion of the population, the majority of the women in the sample were entrepreneurs (GEM, 
2017), which allowed for reasonable predictions when estimating the multiple regression.  
 
Table 4.2: Descriptive statistics 
 
  
 
 
TEA  
 
VAR1 
 Account 
 
VAR2 
Saved 
 
VAR3 
Borrowed
1 
 
VAR4 
Credit card 
 
VAR5 
Borrowed 
2  
 
Mean 
 
0.70333 0.637918 0.626391 0.09804 0.141554 0.234630 
Median 
 
0.690000 0.699898 0.681287 0.093210 0.159156 0.20552 
Maximum 
 
0.850000 0.703622 0.687652 0.10771 0.159156 0.31185 
Minimum 
 
0.600000 0.510234 0.510234 0.093210 0.106350 0.186518 
Std.Dev. 
 
0.08631 0.095777 0.087161 0.00725 0.026403 0.0585 
 
 
      
Sum 
 
6.330000 5.741261 5.637517 0.882400 1.273989 2.111668 
Sum 
Sq.Dev 
 
0.059600 0.073385 0.060777 0.000421 0.005577 0.027374 
  
 
      
Observations 
(in years)  
 
9 9 9 9 9 9 
Source: E-views 
 
The results indicated that the percentage of women who have participated in entrepreneurial 
activity has fluctuated over the past decade and a half, peaking in 2010 at 85 percent, as 
indicated in Figure 1.1. This observation supports the theory that more women pursue 
entrepreneurship as a result of need as opposed to opportunity. Post the 2008 financial crisis, 
the need for women to generate income was at its highest, as demonstrated by the spike 
between 2008 and 2010. Since then, it has varied (with a 5 percent decrease between 2016 
and 2017) but has not returned to 85 percent to date. 
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Figure 1.1  
 
The measure of women's entrepreneurship  
 
According to the descriptive statistics, on average, only 64 percent of women in business have 
access to basic financial services. This is not a phenomenon in the South African industry, 
where a sizeable number of women live in rural areas and receive money from agricultural 
activities (Mandipaka, 2014; Nxopo, 2014). They do not see the benefits of owning a bank 
account because there are no banks in close proximity to them. It is also not unusual for micro-
businesses to operate without a bank account, as the cost of banking could exceed the 
benefits. According to Buckley & Voorhees (2017), the most common source of enterprise 
finance in some African countries is from family or friends, or rotating savings and credit 
associations. This confirms that non-participation in the formal banking sector does not 
indicate an absence of entrepreneurship, and explains the 36 percent (i.e. financially excluded 
from the formal banking sector, on average) of women's businesses that do not have access 
to financial services.  
 
The challenge of being financially excluded is the potential loss of customers. With recent 
developments in the banking sector, there is a heavy reliance on transacting through a bank 
as a medium, and therefore deliberate exclusion could lead to a loss of business ((Chikalipah, 
2017). Customers no longer carry cash for safety reasons and generally prefer the use of non-
cash methods like bank cards and EFTs, and this extends to suppliers and other business 
stakeholders. This could also be the reason why women's businesses have not performed 
well according to the findings of this study. When observing these results, it’s important to note 
that some women entrepreneurs deliberately avoid basic banking because of high banking 
fees and to avoid tax, but in a long run this will lead to their businesses being redundant.  
0
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As stated earlier in literature, the increase in access to mobile money services helped reduce 
extreme poverty among women-headed households by 22 percent and this is also observed 
by the increase in TEA between 2014 and 2016 seen in Figure 1.1. This has since slightly 
dropped in 2017, which is also in line with the literature findings that regardless of poverty 
alleviation, women entrepreneurs still have challenges in accessing affordable financial 
services and credit. According to Srinivasan (2009) the progress made in the processes of 
accessing microfinancing for women entrepreneurs in developing countries is sluggish. This 
is more severe for women entrepreneurs in the rural areas.  
 
Figure 1.2 depicts a significant increase in the number of women who owned an account 
between 2009 and 2014 but since then, the numbers have remained the same. There has 
been a marginal improvement in gender inequality of only 0.046 in the past two decades, 
which clearly indicates that despite a 19 percent increase in financial inclusion, the gender 
gap has barely been affected. In the South African context, the statistics for financial inclusion 
for men are more or less the same as for women, as depicted in Figure 1.2, and they indicate 
similar trends.  
 
Figure 1.2: Gender inequality  
 
It is evident from these results that increasing access to financial services has not directly 
improved gender inequality in South Africa, and that more must be done in order to have 
visible results. Table 1.3 further supports this observation, where women constitute more than 
50 percent of the South African population, yet since 2009, there has been a decline in the 
total percentage of self-employed women. This is more or less in line with the sample used to 
calculate TEA, which indicated fluctuations in women's entrepreneurship in the same period 
(i.e. between 2016 and 2017 there was a 5 percent decrease in TEA). 
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Figure 1.3 shows that the percentage of women in business has been declining since 2009, 
yet women’s demographics have remained above 50 percent of the total population in South 
Africa. The overall decrease during this period is 2.2 percent. The data demonstrated in Figure 
1.3 below was extracted from the 2018 Doing Business Report.  
 
Figure 1.3: Relationship between women's entrepreneurship and SA female population 
 
 
According to the findings in Figure 1.3, on average, about 10 percent of women borrowed to 
start, operate, or expand a farm or business in the period 2004 to 2017. Reasons for these 
low numbers could vary, but the gradual decrease of women who use credit facilities for 
entrepreneurial activities is of serious concern, because debt is a generally cheaper source of 
funding. According to Modigliani and Miller (1963), due to the fact that the cost of debt (i.e. 
interest) is tax-deductible, it creates tax savings for the borrower, making it possible for 
businesses to reduce their ultimate cost of capital and maximising shareholders’ wealth. 
Although the leverage effect of debt is theoretical, the correct use and effective management 
of debt for businesses can be the determining factor of their survival. It is essential to note that 
debt management is imperative, as failure of businesses to manage their debt can lead to 
bankruptcy. As argued by Asah and Fatoki (2011), the legal obligation that arises from debt to 
pay interest on a principal amount can have extremely high related costs (administration fees, 
penalties, etc.), and if heightened, can force businesses into bankruptcy if they cannot meet 
their debt obligations. 
 
The descriptive statistics further revealed that on average, more women save to start a 
business as opposed to using credit from a formal financial institution. It was found that 63 
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percent of women saved, compared to an average of 16 percent who used overall credit. 
South African women who save exceed the world average of 48 percent (between 2015 and 
2017). However, these statistics are limited to those who save in traditional banks or any other 
type of formal financial institution. This increase in saving to start a business could be a 
reaction to the lack of availability of credit, as this variable has increased, while borrowing to 
start a business decreased over the same period.  The 2017 Global Findex Report showed 
that in developing countries, there is an alternative to saving at traditional financial institutions 
such as savings clubs or stokvels, as they are commonly known in South Africa. According to 
the report, 25 percent of those who save use a savings club. Although there are variations, a 
common type of savings club is a rotating savings and credit association (RSCS).  
 
The variables used as proxies for financial inclusion in this study were closely related to 
women's entrepreneurship, and the results reflected this through the smooth levels of the data 
as represented by the low standard deviation, with none of the variables exceeding 10 percent 
on the regression. This indicated the accuracy of the predictions and means that in a 
regression line, the smaller the standard error of the estimate, the more accurate the 
predictions (Brooks 2014:61).  
 
Table 4.3: Measure of normality (i)  
  
 
TEA 
 
VAR1 
Account 
 
VAR2 
Saved 
 
VAR3 
Borrowed 
1  
 
VAR4 
Credit card 
 
VAR5 
Borrowed 
2 
 
Skewness 
0.48384 -0.706205 -0.703927 0.707107 -0.707107 0.644657 
Kurtosis 
1.97866 1.500000 1.500000 1.500000 1.500000 1.500000 
        
Observations 
(in years)  9 9 9 9 9 9 
Source: E-views 
 
The measure of women's entrepreneurship showed few outliers, with a kurtosis close to 3, 
indicating a fairly normal distribution that was positively skewed.  The same trend was 
observed for the 'borrowing to start a business' variable, while the those with accounts, those 
that saved to start a business and those with a credit card were negatively skewed, indicating 
sizeable outliers. Overall, the findings were in line with the multiple regression assumption 
which stipulates that the data must be normally distributed.  
 
Table 4.4 captures the results of the Jarque-bera test for all the variables in the regression, 
which also indicate goodness-of-fit. The Jarque-bera test assumes that the skewness and 
kurtosis are zero. The results shown in Table 4.4 indicate that none of the probabilities are 
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less than 0.05, which means a null hypothesis of a normal distribution that cannot be rejected; 
and that the variables are normally distributed.  
 
Table 4.4: Measure of normality (ii) 
  
 
TEA 
 
VAR1 
Account 
 
VAR2 
Saved 
 
VAR3 
Borrowed 
1  
VAR4 
Credit card 
 
VAR5 
Borrowed  
2 
Jarque-Bera 
0.74233 1.591838 1.587020 1.593750 1.593750 1.467124 
Probability 
0.689930 0.451166 0.452255 0.450735 0.450735 0.480196 
        
Observations 
(in years) 9 9 9 9 9 9 
Source: E-views 
 
4.3. DIAGNOSTIC TESTING – CORRELATION ANALYSIS (Collinearity) 
 
The correlation matrix among variables that were used in this study is indicated in Table 4.4. 
In a multiple regression analysis, it is important to ensure that none of the independent 
variables are correlated. If so, those variables will be excluded from the study.  
 
Table 4.5: Measure of correlation between variables  
CORRELATION  
 TEA 
 
VAR1 
Account 
 
VAR2 
Saved 
 
VAR3 
Borrowed  
 
VAR4 
Credit card 
 
VAR5 
Borrowed 2 
 
TEA 1.00000000           
var1 0.02903992 1.00000000         
var2 0.57950630 0.12419122 1.00000000       
var3 -0.28890973 -0.38178770 0.04560286 1.00000000     
var4 -0.10850943 -0.58240570 0.18966876 0.46054928 1.0000000   
var5 0.42149225 0.02606592 0.64084411 0.26647467 0.4374311 1.00000000 
Source: E-views 
 
Table 4.4 indicates that most of the independent variables are positively correlated to each 
other, where the strongest positive relationship exists between those who save to start a 
business and those who borrow from a financial institution. Financial institutions generally 
require collateral for debt and increasingly, businesses are expected to own investment 
accounts with their bankers as a basic requirement to qualify for revolving credit. This is 
because most SMEs do not own tangible assets that can be used as security for debt. 
Although these variables are strongly correlated, as represented by a correlation coefficient of 
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0.64, they were not been excluded from the study, as the coefficient was below 0.8. The 
second strongest positive correlation was between the access to credit variables, represented 
by coefficients of 0.46, 0.44 and 0.27 respectively. The strongest among the three was 
between those who borrowed to start and business and those who owned a credit card.  This 
relationship did not imply a causal effect among these variables, but suggested that all 
avenues of debt should be pursued when businesses require funding, thus indicating a general 
move in the same direction. In a study by Kabeer (2001), the researcher found that women's 
access to credit is a significant determinant of the magnitude of their economic contributions, 
which include the likelihood of an increase in asset holdings in their own names; an increase 
in their exercise of purchasing power; their political and legal awareness.  
 
The results also indicated a positive relationship between the number of women who owned 
a bank account and women who saved to start a business. Women save for various reasons 
among which are asset building which symbolises hope, security, independence, self-efficacy, 
future orientation, and intergenerational pride (McMullin & Shobe, 2005). Since female-owned 
firms are substantially smaller on average compared to male-owned firms (Fairlie & Robb, 
2009), it is more feasible for women to start their businesses from short-term savings as they 
generally do not require considerable initial capital. In addition, the Fairlie and Robb study 
(2009) found that the marital status of women is linked to their financial viability, where their 
spouses may provide financial assistance, paid or unpaid labour for the business, health 
insurance coverage, and other types of assistance useful for running a business and allowing 
women to save excess funds.  
 
Another contributing factor is ease of doing business in South Africa. This relates to various 
aspects of the business regulatory environment. Entrepreneurs face a number of barriers to 
entry when starting a business, including onerous and expensive regulatory requirements, as 
indicated in Table 4.5, which can ultimately deter women entrepreneurs from pursuing formal 
business, negatively impacting on both the public and private sectors. According to the latest 
Doing Business Report (2018), South Africa ranked 82 out of 190 countries for ease of doing 
business. This implies that the regulations for starting a business are still relatively high, and 
that they contribute to the lack of entrepreneurial attractiveness. 
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Table 4.6: Doing Business in South Africa 
 
  Cost of starting a 
business (% of 
income per capita) 
Procedures 
required to start a 
business (number) 
2009 5.90% 6 
2010 0.30% 6 
2011 0.30% 6 
2012 0.30% 6 
2013 0.30% 6 
2014 0.30% 7 
2015 0.30% 7 
2016 0.20% 7 
2017 0.30% 7 
 
The results indicated a negative correlation between women who own a bank account with a 
financial institution and those who own a credit card. The coefficient was -0.58, suggesting 
that as the number of female bank account owners increases, credit card ownership 
decreases. This is a concern for South Africa because it indicates that although progress has 
been made in improving the number of women who are banked, it does not necessarily 
translate into access to all other financial services, such as access to credit. This finding was 
similar to those who borrowed to start a business, indicating a negative relationship between 
this variable and the number of women who own a bank account. Indeed, owning a bank 
account is not a prerequisite for qualifying for debt and therefore a causal link cannot be 
expected, but it can be expected that as more women acquire access to financial services, 
more women will have access to credit. This indicates that more must be done to increase 
access to credit for women entrepreneurs. It is important to note that this inverse relationship 
could have been caused by proportional increase, where the number of women who received 
access to financial services increased relative to the women who had access to credit in the 
same period.    
 
Although these findings depart from the traditional belief that the first interaction with a financial 
institution is a bank account, they can be explained by the dynamics within the context of 
South African women. Though three quarters of the population have accounts, a sizeable 
number still receive their salaries in cash. According to the 2017 Findex report, the 300 million 
account owners globally who work in the private sector are still paid in cash, while roughly 275 
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million account owners receive cash payments for the sale of agricultural products. Simply 
put, this means that ownership of a bank account might not always follow the trends of other 
financial inclusion variables as seen in this case, where there is an inverse relationship.  
 
Figure 1.4: Doing business in SA – cost of doing business  
 
Figure 1.5: Doing business in SA – procedures required to start a business  
 
Table 4.5 above highlights that the costs to start a business in South Africa dropped drastically 
in 2009 and have remained quite low and stable since then. It is concerning that the steps to 
start a business increased in 2013 and have remained at an average of seven since then. 
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4.4. MULTIPLE REGRESSION ANALYSIS 
 
The purpose of this study was to examine the relationship between women's entrepreneurship 
and financial inclusion using a multiple regression as the quantitative tool to reveal whether a 
significant relationship exists and if so, how and to what extent financial inclusion can explain 
the variations in women's entrepreneurship. According to Bauwens et al. (2015) and Koop 
(2006) multiple regression is a simple analysis that discloses a relationship between 
independent variable/s and the dependent variable, specifically showing the extent to which 
the disparities between the dependent variables can be explained by the independent 
variable/s.  
 
Table 4.7: Regression results - The goodness of fit 
 
 The goodness of fit measure 
Residual standard error:   0.07477 
Multiple R-squared:       0,6097 
Adjusted R-squared:    0,4323 
F-statistic :  3,437 
p-value  :  0,04092 
       Source: E-views  
 
Table 4.7 indicates part of the multiple regression, namely the goodness of fit for the model of 
data supplied. The R-squared value is 0.6097 and the adjusted R-squared value is 0.4232 
and for the purpose of this study, the adjusted R-squared value was used. According to Brooks 
(2014: 155), the adjusted R-squared value eliminates some of the problems related with R-
squared, which include the loss of degrees of freedom associated with adding extra values 
(i.e. R-squared increases every time an explanatory variable is added to the model, and also 
the higher the number of explanatory variables, the better the R-squared models the random 
noise in the data).   
 
Therefore, the value of the adjusted R-squared was 0.4323 for the model, which indicated that 
43 percent of the variations in women's entrepreneurship can be explained by all the 
explanatory variables in the model, leaving 57 percent of the variation to variables that were 
not included in this study. This revealed a significant relationship between women's 
entrepreneurship and financial inclusion and confirmed the first objective of this study, which 
was to ascertain if there is a significant relationship between the two variables. The F-statistics 
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tests the null hypothesis that the slope parameters are jointly equal to zero i.e. R-squared =0 
(Koop, 2006). The p-value of the F-stat is 0.04, which is less than 0.05, indicating that the 
overall model is significant at the 95 percent level of confidence and therefore acceptable in 
explaining the variations in women's entrepreneurship. Statistically, the null hypothesis should 
have been rejected, meaning that together the independent variables could reliably predict the 
changes in the dependent variable, showing a statistically significant relationship. Although 
the goodness of fit measure was important in ensuring the significance of the model, it was 
equally important to understand the relationship between the individual independent variables 
(financial inclusion proxies) in relation to the dependent variable (women's entrepreneurship).  
 
Table 4.8 below displays the rest of the results of the regression, which allowed for the 
assessment of the individual effects of the independent variables. 
 
Table 4.8: Regression results  
  Co-
efficient  
Estimated 
Std. error 
t-static Pr (>|t|) 
Constant (Intercept)  
 
0.7990 0.1815 4.403 0.00106 
Female with financial institution account 
 
-0.3326 0.1794 -1.854 0.09067 
Saved to start, operate, or expand a farm or 
business, female 
0.3339 0.1840 1.815 0.09690 
Borrowed to start, operate, or expand a farm or 
business, female 
-1.1272 0.6395 -1.763 0.10567 
Credit card ownership, female 
 
-0.2298 0.1315 -1.747 0.10844 
Borrowed from a financial institution, female 
 
0.2285 0.1410 1.621 0.13329 
       Source: E-views 
 
The predicted model in Table 4.8 is indicated by the following equation:  
 
WE = 0.7990 - 0.3326account - 1.1272borrowed1 - 0.2298 cr.card + 0.3339saved + 0.2285 
borrowed2 
 
The regression results revealed a constant (C) coefficient of 0.7990 which was statistically 
significant as the p-value was less than 0.05. The rest of the independent variables were not 
statistically significant at the 95 percent level of confidence, with women's account ownership 
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and women who saved to start, operate, or expand a farm or business, only marginally 
significant at the 90 percent level of confidence. Women who saved to start or expand a 
business had a positive relationship with women's entrepreneurship, where a one percent 
increase in women who save to start or expand a business resulted in a 0.3 percent increase 
in women's entrepreneurship, depicted by a positive coefficient of 0.3339. Conversely, a one 
percent increase in women who owned a bank account had a negative effect on women's 
entrepreneurship of 0.3 percent, as shown by the coefficient. This finding is contrary to the 
traditional theory that bank account ownership is often seen as the primary proxy for access 
to financial services and therefore that this increasing bank account ownership should promote 
women's entrepreneurship (Hawkins, 2010).  
 
Women who borrowed to start, operate, or expand a farm or business were found to have a 
negative impact on women's entrepreneurship, where a one percent increase in the women 
who borrowed to start or expand a business resulted in a 1.1 percent decrease in women's 
entrepreneurship, as indicated by the negative coefficient of 1.1272. This suggested that debt 
could have a negative effect on women's entrepreneurship. The literature indicated that 
access to credit is a critical factor for the success of a business, but little has been investigated 
on the effects of debt if used ineffectively by small businesses. Debt financing has many 
embedded risks that are sometimes negated in the discussion of credit for women's 
entrepreneurship. According to Diagne and Zeller (2001), there is evidence of worsening 
welfare status that follows access to finance, and this is generally negated by focusing on a 
singular view to challenges that relate to access when studying financial inclusion in South 
Africa.  
 
The two control variables, women who owned credit cards and women who generally 
borrowed from a financial institution, were both statistically insignificant and showed directly 
opposing results, where the coefficient for women who owned credit cards was a negative 
0.2298, and women who generally borrowed from a financial institution was 0.2285. This 
meant that a one percent increase in women who owned credit cards would result in a 0.2 
percent decrease in women's entrepreneurship, while a one percent increase in women who 
generally borrowed from a financial institution would result in a 0.2 percent increase in 
women's entrepreneurship.  
 
When combined, the regression findings from all three credit proxies indicated a negative 
relationship between women's entrepreneurship and access to credit, while showing a positive 
relationship between women who saved to start a business and women's entrepreneurship.  
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4.5. SUMMARY AND CONCLUSION 
 
The regression model was significant in showing statistically relevant results from the data 
analysed in the study. It was clearly indicated that women's entrepreneurship is positively 
influenced by sources of income generated internally through savings rather than through 
credit. If the results that related to credit were interpreted with the understanding that although 
access to credit still remains a critical success factor for SMEs, this access must be granted 
to women with precaution as they have a negative effect on women's entrepreneurship. The 
precaution exercised should be educational and mentorship-based as opposed to high-
interest and unreasonable collateral requirements that could lead to insolvency during times 
of financial difficulties. Financial risk is a consequence of debt, which is often not considered 
when accessing financial inclusion as it relates to entrepreneurship.   
 
The dynamics that surround women and how they do business depart from those of their male 
counterparts simply because of cultural and historical aspects that lie outside the scope of this 
study, but this means that if debt financing is not utilised effectively, it could have detrimental 
effects on women entrepreneurs. 
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CHAPTER 5 
CONCLUSION AND RECOMMENDATIONS  
5.1 INTRODUCTION 
This study was motivated by the growing interest in the impact of financial inclusion on the 
economic development of emerging economies, with specific focus on women's 
entrepreneurship.  In South Africa, women constitute the majority of the population relative to 
men, but their contribution to the economic development of this country is constrained. Women 
entrepreneurs face numerous challenges such as lack of access to finance, lack of affordable 
credit as a result of their risk profile, and limited access to information on support services and 
training as a result of poor execution of government policies aimed to promote women equality 
(Dlamini & Motsepe, 2014).  
 
In theory, these challenges could be reduced to maintaining healthy competition in business. 
Beck and Demirgüç-Kunt (2006) note the importance of ensuring that the business 
environment is not compromised in the promotion of SMEs. In their view, low entry into certain 
industries, exit barriers and firms' access to finance, allow for the business environment to be 
conducive to competition and the sustainability of entrepreneurship. The South African 
government should therefore drive policies that are not based on size but rather focused on 
improving the business environment and interactions between firms of different sizes. In 
practice, this is not always applicable because of South Africa's history. Creating a healthy 
business environment without addressing the high levels of inequality (represented by a Gini 
co-efficient of 0.66), gender discrimination (0.394 in the Gender Inequality Index), and the 
racial discrimination that resulted from apartheid, could worsen the development of the 
economy.  
 
 
Financial inclusion has been consistent in the challenges that prevent women entrepreneurs 
from succeeding. Witbooi and Ukpere (2011) point out that although women and men 
entrepreneurs match each other step-by-step when it comes to starting their businesses, 
women still face many challenges including access to finance and higher costs to debt 
compared to men. Carter et al. (2003) propose that women face higher odds of discounting 
because they have fewer start-up resources. O’Neill & Viljoen (2001) submit that women 
entrepreneurs have insufficient access to finance and credit facilities. Despite these 
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challenges, women in South Africa have continued to pursue business, mainly for survival, 
and some even manage to turn the negatives thrust upon them into creating opportunities for 
their growth (Henry et al., 2018; Witbooi & Ukpere, 2011). In addition, policies that have been 
implemented to address gender gaps and support women entrepreneurs are less effective in 
South Africa (Henry et al., 2018)  
 
The main objectives of this study were to determine if there is a relationship between women's 
entrepreneurship and their access to finance in South Africa, and to ascertain the extent of 
the relationship between these two variables, if it exists, while drawing attention to the 
challenges that women entrepreneurs face in comparison to their male counterparts. To 
address these objectives, a multiple regression model was conducted to test these objectives. 
This chapter considers the summary of the findings.  
5.2 REASON FOR UNDERTAKING THE RESEARCH 
It is important to conduct research on women's entrepreneurship in order to create a 
knowledge base of women’s experiences with regard to being financially excluded, so that 
they can be understood in South Africa and corrective policies can be implemented (Witbooi 
& Ukpere, 2011). In addition, improving women’s participation in business will have positive 
effects on the economy as a whole, while reducing the government's social welfare burden.  
In their study, Brush et al. (2003) found that research on women entrepreneurs was very 
limited. They cited that the first notable article to be published on women's entrepreneurship 
was in the mid-1970s, and it took five years for another article to appear after that. By 1990, 
fewer than forty articles on women's entrepreneurship had been published. Since then, 
although some further research has been conducted, the knowledge gap is still sizeable. 
Hence the reason for pursuing this study. In addition, research allows for relevant policies to 
be drafted and executed to improve women’s participation in business and the economy as a 
whole, as well as for understanding the challenges of women entrepreneurs.  
Brush et al. (2003) posit that in addition to financial literacy, women must learn more about 
the financial needs of their businesses, including working with money, banking, and loan 
requirements. But without the appropriate support through policy and improved access to 
funding, progress in improving women’s participation in business is slow, as this requires 
collaboration between government and financial institutions driven and encouraged by 
research. In South Africa, challenges are exacerbated for women in rural areas who carry the 
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racial and gender burden and do not have sufficient infrastructure such as basic services like 
water, electricity, and networks for communication and the Internet.  
5.3 SUMMARY OF THE FINDINGS  
Financial inclusion was found to explain 43 percent of variations in women's entrepreneurship, 
and showed a significant relationship between financial inclusion and women's 
entrepreneurship, thus answering the first part of the research question. In the previous 
chapter, this relationship was confirmed as significant at the 95 percent level of confidence.   
 
The second part of the study was done to determine the extent of the relationship. This was 
analysed in three categories, namely, access to basic financial services, relevance of saving 
to start, operate and grow a business, and access to credit for women entrepreneurs.  
5.3.1 Access to basic financial services 
Improving access to banking services for women does not seem to have improved women's 
entrepreneurship. Even though the number of women with bank accounts has grown by almost 
20 percent in the past decade, women's entrepreneurship decreased over the same period. 
After peaking in 2010, it has since fluctuated but has not reached the same levels. This shows 
that having a banking account alone has no positive impact on women’s participation in 
business. Instead, it appears that women choose other avenues to make money to pursue 
business. However, it is important to acknowledge that in the same period, the number of 
women who opened bank accounts were doing so as a requirement of the South African Social 
Security Agency (SASSA) in order to receive their social grants. Thus, the increase in bank 
account ownership cannot be viewed as an overall improvement of financial access, but rather 
as a technical increase due to regulation.  
5.3.2 Saving to start, operate and grow a business 
Failure to get credit to pursue entrepreneurial ventures has driven women to find alternative 
sources for funding, among which is savings. As discussed in the literature, women in South 
Africa have pioneered stokvels, which are an alternative to formal savings. Women who saved 
to start or expand a business indicate a strong positive relationship with women's 
entrepreneurship. Over the past three years, savings have driven women's entrepreneurship. 
This is possibly because the majority of women-owned business are small in size and 
generally require less capital. Women are driven towards survivalist businesses that are more 
aligned to their talents and educational qualifications such as consulting, which require little 
75 
 
start-up funding and incurs low running costs. This makes it possible for women to utilise 
resources like savings clubs to effectively finance their business needs.  
5.3.3 Access to credit for women entrepreneurs 
The findings of this study suggest that access to credit has a negative effect on women's 
entrepreneurship, contrary to the literature that advocates increased access to credit for 
entrepreneurs. Since peaking in 2010, women's entrepreneurship has fluctuated but remains 
on the incline although the number of women who have access to credit has declined, 
indicating that despite the challenges, women entrepreneurs have found alternative methods 
of survival. An important factor to consider is the negative impact debt could have on 
businesses if they were not effectively managed. Women tend to pursue micro businesses 
that generate lower revenues, and therefore debt obligations could result in erratic cash flows 
that could suffocate the survival of their businesses.  
 
Lack of access to affordable credit could prevent the growth of women-owned businesses and 
limit women to smaller sized enterprises. It is important for government to work together with 
financial institutions to drive policies and financial products that appropriately address the 
gender gap.  
 
5.3.4 Women's entrepreneurship and financial inclusion  
Entrepreneurship can be positively influenced by financial inclusion, and since women 
represent more than half the population in South Africa, it is necessary to promote their 
participation in business. Past discrimination against women is motivation for the South African 
government to introduce relevant policies that will guide the process of fully integrating women 
into business. Access to financial services and to credit will not solve the financial challenges 
faced by women entrepreneurs. Strategies must be put in place to ensure that credit is 
accessible and affordable. The notion that financial inclusion means access to finance is 
another primary concern because access is limited. The introduction of the Global Findex will 
allow a more comprehensive analysis of the progress of initiatives that are directed towards 
the enhancement of financial inclusion.  
 
In South Africa, the responsibility of improving financial inclusion rests with the National 
Treasury, which has conducted some research on the topic since 2004. However, until the 
country adopts an explicit Financial Inclusion Strategy, there will be no proper direction and 
measurement of the progress (Abrahams, 2017). Despite the various initiatives that have since 
76 
 
been established, including the Financial Sector Charter, the Mzanzi Account, the National 
Credit Act and mobile banking, there is little central coordination by the National Treasury 
(Abrahams, 2017). This means that it might be a while longer before strategies that focus 
directly on reducing gender inequality will be evident.   
 
5.4 FINAL REMARKS 
  
The primary aim of this study was to determine whether a relationship exists between women's 
entrepreneurship and financial inclusion in South Africa and ascertain the extent of that 
relationship. The study was motivated by the lack of women entrepreneurship in South Africa 
despite that strategic focus by the government to empower women and increase their 
participation in business. Although a number studies (Al-Najjar & Al-Najjar, 2017; Akisimire et 
al., 2015; Beck & Demirgüç-Kunt, 2006; Botha, Nieman & van Vuuren, 2006; Witbooi & 
Ukpere, 2011) have been conducted to determine the challenges faced by women in business, 
limited research has been conducted with regards to financial inclusion as a restricting factor. 
Hence this study intended to add to the pool of knowledge.  
 
As both women entrepreneurship and financial inclusion are social concerns, the study also 
accessed whether the government’s intervention through policy has been effective in 
improving women's entrepreneurship. Through literature, we observed that the South African 
government has made significant progress through various programs but this did not always 
translate into increased participation by women in business. The study also observed the 
challenges facing South Africa in enhancing financial inclusion with a specific focus on gender 
inequality and although women have higher access to banking services, this too did not 
translate in to increased participation in business (Meyer, 208; Mijid, 2014). In 2017 South 
Africa was able to close 76 percent of the overall gender gap (Global Gender Gap Report, 
2017) and in theory this is a huge improvement but the reality is that the Gender Inequality 
Index (GII) is 0.394, which is among the highest globally (Human Development Report, 2016) 
and more has to be done to bridge the gap. In addition, women were found to have been 
discriminated against when it comes to acquiring debt through higher interest rates (OECD, 
2013b; Atkinson & Messy, 2013).  
5.5 CONTRIBUTIONS OF THE STUDY AND POLICY RECOMMENDATIONS 
This study aimed to contribute to the literature on women's entrepreneurship and also form a 
basis for further research and policy formulation. The first important recommendation is a 
collaboration between the private and public sectors. Statutory regulations are less effective 
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in addressing inequalities because they end up being a quota exercise that checks boxes and 
makes little difference in practice. A true collaboration would be driven by the need for 
economic growth, where government’s contribution would yield tangible fiscal benefits in the 
long run and the role of financial institutions would produce profits and wealth generation for 
its shareholders. Secondly, policies to address gender inequality in business must be driven 
and pioneered by women and must focus on initiatives that will promote long-term and 
sustainable equality in business. Finally, greater structure and focus must lead to research on 
women's entrepreneurship that will form the basis for relevant policy formulation, while noting 
that without effective research, there will be a mismatch between what is being addressed and 
what the problem actually is.  
5.6  LIMITATIONS OF STUDY 
Although financial inclusion is currently a topical issue, there is limited data available on the 
subject, which prevents comprehensive analysis of its impact on various economic indicators, 
including women's entrepreneurship. With only three publications of the Global Findex as it is 
calculated triennially, it is difficult to conduct the necessary empirical investigations to assess 
the full impact. This study was therefore limited to a period of only nine years and this further 
made it difficult to conduct a sector analysis or determine whether a long-term relationship 
exists between women's entrepreneurship and financial inclusion. In addition, the Global 
Findex database is an international database which is constructed of limited samples that 
reflect aggregated descriptions of the country. The focus on women entrepreneurship made it 
feasible to select the relevant variables as proxies for financial inclusion from the fifty-two 
indicators that were available. 
 
It is important to note that South Africa began collecting state-based data through the FinMark 
Trust and that in future, more data will be available that will allow for a quantitative analysis of 
financial inclusion. The second limitation to this study was access to data for women's 
entrepreneurship. Despite increased interest in women's entrepreneurship, most research in 
this field has been qualitative, as South Africa uses international measures because it has no 
formal measure. Quantitative studies allow researchers to observe empirical evidence on 
trends and provide legitimate reasons for policy formulation. In the long run, quantitative 
measures will allow for the assessment of the effectiveness and efficiency of the policies that 
are implemented. Although the data available was limited, it was sufficient to produce valid 
results and findings for the study.  
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5.7 AREAS FOR FURTHER RESEARCH  
As data becomes available, additional research can be done to further analyse the relationship 
between women's entrepreneurship and financial inclusion, with greater focus on access to 
credit and the impact of credit on the survival of women-owned businesses.  
 
Subsequent to this study, the following can be examined;  
 
 Determinants of financial inclusion in South Africa, with a focus on indicators that drive 
entrepreneurial activity;  
 A study on whether there is a causal and long-term relationship between financial 
inclusion and entrepreneurship; and  
 The impact of credit on the survival of women-owned businesses, focusing on the 
impact of debt on the sustainability of women entrepreneurs.  
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